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ON THE POLICY OF ISSUING UNITED STATES 
GOLD CERTIFICATES. 


An almost entire unanimity exists in our country in favor 
of a resumption of specie payments, provided that permanent 
resumption is practicable. The only controversy to speak of, 
is on the question of practicability ; whatever, therefore, may 
increase the chances of success in resumption, on or before 
January next, is plainly of public benefit. With a view, 
therefore, to the removal of one obstacle to resumption that 
may exist, we desire to call attention to the practice of the 
United States Treasury in receiving gold on deposit, and giv- 
ing in return, without charge or expense to the owner, a cer- 
tificate of such deposit, with an agreement to repay the gold 
on demand. 

The form of the gold certificates is as follows: 

It is hereby certified that dollars have been deposited with the 


Assistant Treasurer of the United States, payable in gold, at his office, to the 
order of New York (here follow the date and signatures of the 


proper officers ). 

The Act of Congress giving the Secretary of the Treasury 
power to issue such certificates, was passed, March 3, 1863, 
and the section of the act referring to the issuing of gold 
ceit ficates reads as follows : 

“That the Secretary of the Treasury is hereby authorized 
to receive deposits of gold coin and bullion with the Treas- 
urer, or any Assistant Treasurer, of the United States, in 
sums not less than twenty dollars, and to issue certificates 
therefor in denominations of not less than twenty dollars 
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each, corresponding with the denominations of the United 
States notes. The coin and bullion deposited for, or repre- 
senting the certificates of deposit, shall be retained in the 
Treasury for the payment of the same on demand. And cer- 
tificates representing coin in the Treasury, may be issued in 
payment of interest on the public debt, which certificates, 
together with those issued for coin and bullion deposited, 
shall not at any time exceed twenty per centum beyond the 
amount of coin and bullion in the Treasury; and the cer- 
tificates for coin or bullion in the Treasury shall be received 
at par in payment for duties on imports.” 

The law provides that the coin and bullion deposited sliall 
be retained in the Treasury until the certificates are redeemed, 
and also that certificates representing coin in the Treasury, may 
be issucd in payment of interest on the public debt. There is 
an inconsistency between the provisions for retaining in the 
Treasury the coin for which certificates have been issued, and 
the provision allowing certificates to be issued for not over 
twenty per centum in excess of the coin and bullion in the 
Treasury. This practice is certainly without direct benefit to 
the United States Treasury, and its discontinuance would re- 
duce the gold premium before specie resumption, and tend to 
prevent any unusual demand for gold after that event. 

To illustrate this, we have only to consider what would be 
the result of a refusal of the Treasury to keep or receive gold 
on deposit, payable at the pleasure of the Treasury, in coin? 
What would be done by the owners of the fifty millions 
of gold now safely and without expense kept by the United 
States for the benefit of the owners? If, in addition to this, 
the banks and bankers should decline to receive gold on 
special deposit, the premium on gold would probably imme- 
diately disappear. The expense and risk of owning idle gold 
would be greater than the promised profit. As it is, the 
United States Treasury, by making gold the one kind of 
property possible to own without risk or expense, really keeps 
up the premium, and when resumption of specie payments 
takes place, offers an inducement to demand gold for less 
favored legal-tender notes. 

It would be thought not within its province for the Gov- 
ernment to build warehouses for receiving grain or other mer- 
chandise, to give certificates for the same, and to deliver, 
without cost or risk, the same merchandise to the holder on 
demand ; and yet, as an inducement to the export trade, such 
a proceeding would be of greater public benefit than the 
existing one of receiving gold by the United States Treas- 
ury, and giving a certificate therefor. 

To receive gold or silver with the privilege of repaying in 
gold, silver, or greenbacks, at the option of the Treasury, 
might be of sufficient benefit to warrant the expense, but to 
receive gold on deposit, and agree to return gold on demand 
only tends to keep up the gold premium, and to make it at 
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public expense practicable and easy to demand gold for legal 
tenders after resumption. With a refusal on the part of the 
United States Treasury and the banks, to receive special 
deposits of gold, it would scarcely be possible that a demand 
for ten million dollars of gold should exist at the time of 
resumption of specie payments next January, or that the gold 
premium should survive for one month the inconvenience of 
holding gold at risk and expense. 

Undoubtedly, the practice of the Treasury of the United 
States to receive deposits of gold or silver and to issue there- 
for certificates of deposit, is a great commercial convenience, 
but it is first to be considered, whether this is not a part of 
the business proper of banks and bankers. Admitting, how- 
ever, that the great convenience of the practice warrants a 
departure from correct principles, we present the argument 
that to receive special deposits of gold and to issue gold cer- 
tificates therefor, is an obstacle to successful resumption of 
specie payments, and creates an artificial difference in the 
money of the country. If legal-tender notes are to be of 
equal value with gold and silver money, a deposit of gold or 
silver in the United States Treasury should be received only 
as money, and any certificates should be payable in money 
of any kind that is a legal tender. There should be no dis- 
tinction in gold, silver, or paper money of the United States, 
by the United States Treasury, after resumption of specie 
payments. 


ee eo 


AGGREGATES OF OUTSTANDING CURRENCY. 


A controversy has been carried on for more than a century, 
among writers on finance and economics, upon the effects 
which sudden changes in the volume of the currency are 
capable of producing in the course of business, and in the 
movement of prices. In this country, during the War of 
Independence, our early political literature is rich in informa- 
tion as to the phases of this controversy which were devel- 
oped under the issues of continental currency. At a later pe- 
riod, under the United States banks, the same controversy in 
a new form reappeared, and after a long intermission it was 
again revived in the early stages of our late civil war and of 
the greenback issues which it brought in its train. An 
important contribution to the history of this subject, and of 
the currency problems connected with it, has just been 
made by Mr. Secretary Sherman. On page 144, of this maga- 
zine, will be found a series of tables, showing from year to 
year, the aggregate amount of currency of various kinds 
which were outstanding, with the aggregate value of the 
whole mass of circulating medium as estimated in paper and 
also in specie. To show clearly at one view the chief facts 
of Mr. Sherman’s report, we present the following summary : 
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AGGREGATE OF PAPER CURRENCY, OUTSTANDING 1860-1878. 


Bank Notes. Legal-Tender. Total Paper. Gold Value. 

1860 oe 207,102,477 on “e 207,102,477 in 207,102,477 
1861 - 202,005,767 vr — “a 202,005,767 aia 202,005, 767 
1862... 183,792,079 -- += - 96,620,000 «. 333,452,079 -- ~—-288, 76,500 
1863 «. = - 238,077,218 =. = 297,767,114. 649,867,283 -- = 497,798,339 
wa 210,392,987 ome 431,178,671 ie 833,718,984 +» 322,649,247 
289,057,498  .. 432,687,906 .. 983,318,086 =... 692,256,355 

301,476,071 .. 400,619,206 =... — 891,904,686 =... = 588,657,093 

303,109,491 .. 371,783,597 -- 826,927,154 «.. 592,900,769 

302,926,626 - 356,000,000 ae 720,412,603 ee 505,009,235 

302,488,498  .. 356,000,000... = 693,946,057 «= 510,050,352 

301,989,777 -- 356,000,000... = 700,375,899 -- = $99,521,770 

320,229,299 356,000,000... =—.717,875,751 «+ + 638,909,418 

339,365;730 -. «= 3571500,000.. 738,570,904 «646,249,541 
348,561,531... 350,000,000... = 750,062,369... 648,053,887 

352,990,053 .. 382,000,000 .. 781,490,916 .. 711,156,734 

355»194,852 «= 3751771580 «=~ 773s046,729 = -. «= 674,619,947 

332,657:274 ++ = 309,772,284 = «. 738,370,536... 660,847,000 

31757433 «359,704,332 -. «098,194,270... = 661,189,974 

«+ 324,940,788 =... = 346,681,016 = «. = 688,597,275 «~~: 684, 405,692 

Among the obvious deductions from these figures one of 
the first is the immense contraction of the currency which 
was produced during the first year or two of the war. But 
for this the Legal-Tender Act of 1862, in all probability, would 
nots have been passed as early or as unanimously as it was. 
Specie disappeared from circulation, and there was nothing 
substituted to take its place or to supplement the bank 
note issues, which remained at about the same level, a little 
above 200 millions of dollars. 

The next point is the comparative steadiness in the bank 
note aggregates from year to year, and the singular absence 
of violent fluctuation which attended the transition from the 
State systems or heterogeneous note issues to the uniform 
secured-note system of the National Currency Acts of 1863 
and 1864. 

Another fact of importance is the rapidity with which the 
legal-tender issues were checked. After three years of infla- 
tion, the greenback aggregates reached their highest point 
of $ 432,687,966, since which they have gradually declined to 
the present aggregate of $ 346,681,016; the only exception 
to the steady decline being that brief increase of greenbacks 
made by Secretary Richardson after the panic of 1873. 

Many other deductions will occur to the thoughtful 
reader on examination of Mr. Sherman’s comprehensive table. 
He has given us the gold value as well as the value in 
paper of the aggregate currency for each year. Since the 
close of the war the gold aggregate has preserved a singular 
stability ; the total currency issues, estimated in gold, having 
been 588 millions in 1866 and declining to 510 millions 
during the three years of prosperity which ended in 1869. 
There was an increase in the three or four years of inflation 
prior to the panic, and in 1874 the gold value of the whole 
currency issues of the United States culminated at 711 mil- 
lions of dollars. The liquidation which followed has had 





= FF weweewwe = te ae ¢ 


1878. | AGGREGATES OF OUTSTANDING CURRENCY. 85 


little effect upon the aggregate of the circulating medium 
which now rests at 684 millions, estimated in coin value. It 
would be well to supplement these instructive figures by 
statistics as to the rates of interest, the course of trade, 
and the fluctuations of values. It has been pointed out 
that the changes in general prices during and since the 
war, cannot be wholly accounted for by the fluctuations in 
the level of the outstanding currency of the country. Many 
other circumstances modify the demand and supply on 
which prices depend, just as many subordinate conditions 
modify the action of the tide in addition to the great force 
to which the tidal currents are chiefly due. The inflation- 
ists, however, will find little in the report before us to 
sustain their mischievous theories if, as they contend, the 
country needs an abundant, well-secured circulating medium 
as a condition of prosperity and business activity. Mr. 
Sherman proves that these conditions of material well-being 
are abundantly supplied to the nation under our present 
currency system, and suggests the certain conclusion that 
the revolutionary changes in the currency which the infla- 
tionists would force on the country, would terminate a sys- 
tem whose beneficent operation has been tested by many 
years of trial and success, giving us in place of it a new 
and perilous experiment which has never been adopted by 


any people without plunging public and private credit into 
chaos and ruin. 


THE STRUGGLES OF LABOR AND CAPITAL. 


Although the conflict between labor and capital is an old 
one, it has in our time received some new characteristics 
which differ: from those exhibited in any previous period of 
the struggle. During the last fifty years, organizations have 
been created in the industrial world which need to be better 
uuderstood and are perpetually receiving new forms. There 
is, for example, the organization of capital. For success in 
industrial production capital now has to move in larger 
masses than formerly. The principle of association gathers 
together in banks and in corporations for manufacturing and 
distributing commodities vast sums, which are expended in 
constructing and working steam engines, railroads, telegraphs 
and a multitude of labor-saving inventions which employ 
millions of operatives and are owned by the proprietors of 
the capital invested therein. This organization of capital has 
been attacked on one side by ignorant demagogues and on 
others by well-meaning persons misled by error and preju- 
dice. But we might as well quarrel with the law of gravita- 
tion, as with this equally resistless law of organization of 
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capital. Modern nations could not exist without it, and the 
more freely the organization is allowed to work out its benef- 
icent results, the more rapidly will the good of the com- 
munity and of the individuals composing it be promoted. 

Another principle of organization which has made its 
appearance very conspicuously during the last half century, is 
the organization of workmen amomg themselves. Trades- 
unions are said to have sprung from the ancient guilds estab- 
lished among mechanics. These guilds, in the middle ages, 
prevailed and did much good in stimulating among artificers 
and mechanics the desire to excel, so that to these guilds 
in part, is no doubt due much of the improvement of the 
useful arts and of the preservation of methods and mysteries 
which contributed to the increase of dexterity, skill and prog- 
ress among the workmen. In our time the modern trades- 
union has too often had a very different object in view. The 
concentration of capital in large masses has had the effect of 
gathering the population of industrial nations into the large 
cities and of doubling or tripling the power of skilled and 
unskilled mechanics to earn the necessaries and comforts of 
life. Luxuries which in Queen Elizabeth’s time were exclu- 
sively within reach of the opulent classes of society, are now 
found in every cottage and are so familiar as to be regarded 
almost necessaries by families of working men. With so 
much of material comfort and enjoyment, the trades-unions, 
if they had continued the old work of the guilds of the mid- 
dle ages, might have done great good. Their appropriate 
function would have been to stimulate the desires of the 
working men to rise in the world, to save their earnings, to 
better their condition, to increase their skill in their work 
and to improve themselves in intelligence and culture. In the 
adoption of this course the trades-unions would have occupied 
a field of great importance and might have been a great 
benefit to the nations of Christendom. Unfortunately they 
fell into bad hands. Ambitious men, greedy of power, set up 
for leaders and taught their ignorant and credutous followers to 
believe that war was the normal relation between the masters 
and their men. When this theory began to prevail, the era 
of strikes became possible, and it seems as if both will thrive 
or perish together in the future. 

The conflict between labor and capital, or, as it should be 
called, the war between workmen and their employers, has 
received some elucidation in certain of its more important 
phases, from an elaborate report lately made to our Govern- 
ment by Mr. Evan R. Jones, U.S. Consul at Newcastle-upon- 
Tyne. In 1863, a series of causes began to operate which 
tended mischievously to increase the prevalence of strikes 
among the workmen. One of the most disastrous strikes 
which ever took place in England, was that of 8,o00 engin- 
eers in 1873. With this successful strike, and its immediate 
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effects, Mr. Jones begins his report. After twenty weeks of 
resolute perseverance the men gained their ‘object, which was 
not higher wages, but shorter hours of labor. Previously the ‘ 
engineers had worked ten hours a day. But after the strike 
eight hours became a day’s work, so that eleven per cent., 
was sacrificed of the productive capacity of all the engines 
run by these eight thousand men, throughout the United 
Kingdom. The obvious consequence was that nine hours was 
the enforced limit of the day’s work in all the manufactories 
worked by steam. At that period trade in Great Britain 
was at the height of prosperity. The men at various times 
received advances to their wages, amounting to fifty per cent. 
during those prosperous days. These advances were then 
generally secured by arbitration. Coal doubled in price, and 
coal miners received nine shillings for six hours’ labor. Last 
autumn another strike of eight thousand men occurred, last- 
ing eight weeks, to resist a reduction of twelve and one-half 
per cent. on their wages. The employers were successful on 
that occasion, but the workmen were not forced to submit to 
the reduction until after great losses and sacrifices. During 
the season of prosperity and high wages, large numbers of 
agricultural laborers flocked to the mines for work. In 1873 
the number of men working underground in the Newcastle 
district was 16,000. When depression in the trade came on, 
4,000 of these men returned to farm work. The number of 
men working underground in June, 1878, was 12,000, showing 
a reduction of twenty-five per cent. During the last two 
years and a half $75,000 have been distributed among men 
out of employment by one association of miners. 

With regard to the wages of labor, many popular errors 
have prevailed. It has been supposed that in the small area 
of England, the wages of unskilled laborers would easily 
equalize themselves. But this is not the case. The wages of 
agricultural laborers are thirty per cent. higher in the North 
of England, than in the South. Thus, in the northern coun- 
ties, the weekly wages are seventeen shillings, and in the 
south, eleven shillings and sixpence. In a report to the 
Department of State, General Badeau, Consul-General at 
London, gives the exact figures on the above subject. He 
states that during the past five years wages have increased 
gradually about ten per cent. while the cost of living has 
increased about twenty-five per cent. Clothing is about thirty 
per cent. higher, while fuel has not risen in price. Agri- 
cultural laborers get from two to three dollars per week, 
including beer; building laborers and gardeners from $ 4.40 
to $5.10 per week ; bricklayers, carpenters, masons and engi- 
neers, from $6. 80 to $11 per week, and cabinetmakers, 
printers and jewelers, from $8 to $12.30 per week, although 
the best marble masons and jewelers receive $14.75. Boot- 
makers and tailors get from $4.86 to $7.65 per week; and 
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bakers from $4.65 to $7.26, with partial board. Women 
servants are paid from $70 to $240 per annum. Railway 
porters and laborers on public works get from $4.45 to $12 
per week. Rents have risen thirty per cent., and are, for 
artisans in London, from $1.20 to $2.40 per week for one 
or two rooms. Labor and trade are greatly depressed, no 
change for the better being yet apparent. The numerous 
strikes among British workmen, since 1873, are generally 
recognized among the chief causes of the stagnation. They 
have not only shaken the confidence of capitalists, but they 
have enhanced the cost of production. 

Such are the main points referred to in the reports we 
have examined and similar illustrations abound in numerous 
other reports from our consuls abroad. The future of indus- 
try cannot be regarded with much of hope or confidence in 
any country where so many elements of disorganization are 
at work. We trust that these mischievous forces will receive 
due attention from the Committee lately appointed by Con- 
gress to investigate the labor question. These points fall 
clearly within the scope of their inquiry as will be seen from 
the resolution passed by the House of Representatives June 
18th, 1878, which appears as follows in page 35 of the Con- 
gressional Record for June 18th, 1878. 

Whereas, our real and permanent prosperity is founded and dependent upon 
labor, and suffering severely from causes not yet fully understood ; and, whereas, 
labor and the productive interests of the country are greatly depressed as the 
source of all wealth, that when labor suffers from any cause which may be 
removed, or its rigor mitigated, our National harmony and prosperity are 
thereby imperiled, that it is therefore the solemn duty of Congress to inquire 
into and ascertain the causes of such prostration, and to devise proper measures 
for their relief, that labor may be restored to its just rights, to the end that 
labor and all our varied interests may be encouraged, promoted, and protected 
by liberal, just, and equal laws ; therefore, 

Resolved, That a committee consisting of seven members of this House be 
appointed, whose duty it shall be to inquire into and ascertain the causes of 
general business depression, especially of labor, to devise and propose measures 
for relief; and that, to enable said committee to perform its important duties 
hereby conferred, it has leave to sit during the recess, to employ a clerk and 
such other assistance as may be needed, to examine witnesses, and to report at 
the next session the result of its investigations, and the measures for relief it 
may recommend, by bill, or otherwise. 

In conformity with this resolution the Speaker pro tempore, 
announced, June 2oth, the following Select Committee to 
inquire into the causes of the present depression of labor: 
Mr. Hewitt, of New York; Mr. Riddle, of Tennessee; Mr. 
Dickey, of Ohio; Mr. Tucker, of Virginia; Mr. Thompson, of 
Pennsylvania; Mr. Rice, of Massachusetts; and Mr. Boyd, of 
Illinois. The names of this Committee are an assurance that 
the inquiry will take a broad range and will not be limited 
to any section of the country. Whether its report wilk be of 
much practical value for future legislation remains to be 


seen. 
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THE ENGLISH BANK RATE. 


In the BANKER’s MaGazine for October, 1877, under the 
title of the “Bank of England’s Minimum,” we pointed out 
the remarkable changes in English banking which have taken 
place since the passage of the Act of 1844, and especially 
as they concern the position of the Bank of England. A 
resolution has just been adopted by that institution which 
proves the correctness of our conclusions. The Bank of 
England, to use the language of the Lconomist, “has modi- 
fied its arrangements with regard to the fixed minimum rate 
for discounting bills.” It will continue, as we understand, 
to publish a nominal minimum, but it will not be bound by 
it in its own discount operations, reserving to itself the right 
to charge its regular customers less than the advertised rate 
if the situation of the outside market shall render it advisa- 
ble. As the public will have no means of knowing where the 
base line will actually be drawn, the advertised rate must 
hereafter be an absolute nullity, so far as regulating the 
charges of other lenders is concerned. 

It has hitherto been a guide rather than a governor to 
the outside market. There was no absolute rule of diverg- 
ence from the Bank rate, but the general practice has been 
to charge a fraction of one per cent. less, in the open market, 
on the best paper. This divergence had a certain degree 
of uniformity so long as the Bank of England’s metallic 
reserve was subject only to the ordinary influences ; but since 
the Franco-German war and payment of the indemnity, and 
especially since the creation of a new monetary system in 
Germany, the influences acting on the Bank have been so 
abnormal, and oftentimes obscure, that the open market seems 
to have lost confidence in the Bank rate as an index of the 
value of loanable capital, and has begun to act independ- 
ently on its own judgment. 

As we mentioned in our former article, the old rule of 
allowing interest on deposits at one per cent. below the Bank 
minimum was practically abandoned by the Joint-Stock banks 
when, owing to an excessive Bank rate, they found themselves 
obliged to lend money at the price they were paying for 
it. When they cut loose from the Bank rate in fixing the 
rate of payment on deposits, they naturally strayed further 
and further from it in determining the rate of discount. 

But, although no longer a law to other banks, the pub- 
lished minimum has been hitherto supposed to be a law to 
the Bank of England itself; and the rate at which it was 
ready to loan to its most favored customers was always an 
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important factor in the monetary situation. Other lenders 
knew just how much competition to expect from it, and could 
confidently rely on getting the largest portion of choice bills 
when the Bank rate was more than usually above the market. 
Of course the regular customers of the Bank took its money 
at its current rates, so far, at least, as might be necessary 
to maintain their deposit lines, and lay the foundation for 
claims to discount in a stringent market; but they had good 
right to complain that they were charged an exorbitant price, 
for reasons entirely aside from those which elsewhere regu- 
lated the value of money. 

The Bank, on the other hand, had no better reason to be 
satisfied. It, of course, gained nothing by maintaining a rate, 
the very object of which was to curtail discounts. The exi- 
gency to which it yielded was one to which no other bank is 
subject, and yet which has hitherto been regarded as irre- 
sistible. This exigency grew out of its obligation to protect 
the metallic reserve, no matter what became of its banking 
business. This reserve was not kept for the protection of 
its own obligations merely, but was the reserve of all Eng- 
land. When, therefore, a drain to foreign countries set in, 
no matter from what cause, it became the paramount obli- 
gation of the Bank to stop it, and this could only be done 
by restricting its accommodations to customers; in other 
words by raising the rate of discount. 

In ordinary times a drain of gold is indicative of a com- 
mercial demand for money in other countries, and of such a 
state of the international exchanges as justifies the withdrawal 
of a part of the working capital of the country drained. 
But when the causes of drains are political, such as the 
existence of foreign wars, the payment of war fines, or the 
establishment of new monetary systems, they have no ncces- 
sary connection with trade, and may run entirely counter to 
its existing tendencies. The extreme industrial depression of 
England has, for the last two years, caused a stagnation in 
the demand for capital which reduced the rates of discount 
to a point below what has been witnessed by this genera- 
tion. Concurrently, however, with this commercial depression, 
there came a drain of gold to Germany for the supply of 
its new currency system, which, as it was independent of 
commercial causes, in like manner resisted the usual com- 
mercial remedies. The Bank of England could not refuse 
to pay out the gold which the German Government had in 
London the means to pay for, and these means had entered 
so little into the general loan fund, that the withdrawal of 
them had no effect on the money market. Raising the rate 
of interest would not stop the drain, nor turn the exchanges 
in favor of England; for as the open market was surfeited 
with capital, it did not, as before, follow the Bank rate, and 
thus invite capital from the continent to London. But rais- 
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ing the rate did serve to drive English borrowers from the 
Bank into the open market, and thus notes and gold were 
allowed to accumulate and fill up the depleted reserve. 

The obligation to keep a sufficient reserve against liabilities 
is a part of the unwritten common law of banking in all 
commercial countries. But in England it is also a part of 
the imperative statute law, under which the Bank of England, 
and all other banks issuing paper money, enjoy and exercise 
that function. The history of banks in this country shows 
that, without the restraints of a legal obligation, they cannot 
be relied on to maintain that degree of strength which is 
indispensable to their solvency and to the safety of the 
country. But the recent experience of the Bank of England, 
especially as contrasted with that of the Bank of France 
under circumstances still more difficult, goes far to shake our 
confidence in mere statute regulations, unless they are sup- 
ported and supplemented by voluntary action on the part of 
banks themselves. 

The Bank of England has been the victim of the Act of 
1844, which makes the regulation of the currency its para- 
mount duty at the expense of its banking business. Even 
before the late exceptional drain of gold to the continent, 
the rate of interest had for years been so fluctuating as to 
disturb all mercantile calculations. 

“Up to 1844,” says the Economist, “the Bank rate had been 
almost always a fixed rate, which for more than a century 
was never raised above five per cent. or allowed to drop 
below four. In 1839 a six-per-cent. rate was charged for some 
little time, but with that exception the old state of matters 
may be regarded as lasting till 1844, when the establishment 
of the principle of a rate to fluctuate according to the 
wants of the market was as great an innovation as the recent 
decision. of the Bank is now. Ancient prestige, actual pre- 
eminence of capital, and the fact that they are the bankers 
of the Government and the issuers of the only description of 
notes which are legal tender in one portion of the kingdom, 
all these circumstances enabled the Bank to take a position 
which gave its announcement as to a rate of interest a great if 
not a preponderating weight. The Bank of England told all 
the monetary world what it would charge for money, and all 
the monetary world in degree followed it. Sometimes it has 
happened that the directors have not been right in their 
decisions, and have lowered the rate when they should have 
advanced it, or advanced it or lowered it when they ought 
to have remained where they were. Sometimes they have 
worried the market by needless alterations. Thus to go back 
only a period of five years, there were in the year 1873 no 
fewer than twenty-four changes in the Bank rate in the 
twelve months, and it is difficult to imagine what events can 
possibly have occurred to justify an alteration in the price of 
money once a fortnight for a whole year.” 
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important factor in the monetary situation. Other lenders 
knew just how much competition to expect from it, and could 
confidently rely on getting the largest portion of choice bills 
when the Bank rate was more than usually above the market. 
Of course the regular customers of the Bank took its money 
at its current rates, so far, at least, as might be necessary 
to maintain their deposit lines, and lay the foundation for 
claims to discount in a stringent market; but they had good 
right to complain that they were charged an exorbitant price, 
for reasons entirely aside from those which elsewhere regu- 
lated the value of money. 

The Bank, on the other hand, had no better reason to be 
satisfied. It, of course, gained nothing by maintaining a rate, 
the very object of which was to curtail discounts. The exi- 
gency to which it yielded was one to which no other bank is 
subject, and yet which has hitherto been regarded as irre- 
sistible. This exigency grew out of its obligation to protect 
the metallic reserve, no matter what became of its banking 
business. This reserve was not kept for the protection of 
its own obligations merely, but was the reserve of all Eng- 
land. When, therefore, a drain to foreign countries set in, 
no matter from what cause, it became the paramount obli- 
gation of the Bank to stop it, and this could only be done 
by restricting its accommodations to customers; in other 
words by raising the rate of discount. 

In ordinary times a drain of gold is indicative of a com- 
mercial demand for money in other countries, and of such a 
state of the international exchanges as justifies the withdrawal 
of a part of the working capital of the country drained. 
But when the causes of drains are political, such as the 
existence of foreign wars, the payment of war fines, or the 
establishment of new monetary systems, they have no ncces- 
sary connection with trade, and may run entirely counter to 
its existing tendencies. The extreme industrial depression of 
England has, for the last two years, caused a stagnation in 
the demand for capital which reduced the rates of discount 
to a point below what has been witnessed by this genera- 
tion. Concurrently, however, with this commercial depression, 
there came a drain of gold to Germany for the supply of 
its new currency system, which, as it was independent of 
commercial causes, in like manner resisted the usual com- 
mercial remedies. The Bank of England could not refuse 
to pay out the gold which the German Government had in 
London the means to pay for, and these means had entered 
so little into the general loan fund, that the withdrawal of 
them had no effect on the money market. Raising the rate 
of interest would not stop the drain, nor turn the exchanges 
in favor of England; for as the open market was surfeited 
with capital, it did not, as before, follow the Bank rate, and 
thus invite capital from the continent to London. But rais- 
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ing the rate did serve to drive English borrowers from the 
Bank into the open market, and thus notes and gold were 
allowed to accumulate and fill up the depleted reserve. 

The obligation to keep a sufficient reserve against liabilities 
is a part of the unwritten common law of banking in all 
commercial countries. But in England it is also a part of 
the imperative statute law, under which the Bank of England, 
and all other banks issuing paper money, enjoy and exercise 
that function. The history of banks in this country shows 
that, without the restraints of a legal obligation, they cannot 
be relied on to maintain that degree of strength which is 
indispensable to their solvency and to the safety of the 
country. But the recent experience of the Bank of England, 
especially as contrasted with that of the Bank of France 
under circumstances still more difficult, goes far to shake our 
confidence in mere statute regulations, unless they are sup- 
ported and supplemented by voluntary action on the part of 
banks themselves. 

The Bank of England has been the victim of the Act of 
1844, which makes the regulation of the currency its para- 
mount duty at the expense of its banking business. Even 
before the late exceptional drain of gold to the continent, 
the rate of interest had for years been so fluctuating as to 
disturb all mercantile calculations. 

“Up to 1844,” says the Economist, “the Bank rate had been 
almost always a fixed rate, which for more than a century 
was never raised above five per cent. or allowed to drop 
below four. In 1839 a six-per-cent. rate was charged for some 
little time, but with that exception the old state of matters 
may be regarded as lasting till 1844, when the establishment 
of the principle of a rate to fluctuate according to the 
wants of the market was as great an innovation as the recent 
decision. of the Bank is now. Ancient prestige, actual pre- 
eminence of capital, and the fact that they are the bankers 
of the Government and the issuers of the only description of 
notes which are legal tender in one portion of the kingdom, 
all these circumstances enabled the Bank to take a position 
which gave its announcement as to a rate of interest a great if 
not a preponderating weight. The Bank of England told all 
the monetary world what it would charge for money, and all 
the monetary world in degree followed it. Sometimes it has 
happened that the directors have not been right in their 
decisions, and have lowered the rate when they should have 
advanced it, or advanced it or lowered it when they ought 
to have remained where they were. Sometimes they have 
worried the market by needless alterations. Thus to go back 
only a period of five years, there were in the year 1873 no 
fewer than twenty-four changes in the Bank rate in the 
twelve months, and it is difficult to imagine what events can 
possibly have occurred to justify an alteration in the price of 
money once a fortnight for a whole year.” 
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England is suffering from a false economy in the use of 
actual money, and has carried the use of credit substitutes 
to such an excess as to rob them of much of their real 
advantages. The most important commercial nation of the 
world, the volume of whose exports and imports amounted in 
1877 to thirty-two hundred millions of dollars, leans upon 
the metallic stock of a single institution, which averaged in 
1877 only one hundred and twenty-three millions of dollars. 
France, on the other hand, with exports and imports (1876) 
of only fifteen hundred millions, had in her National bank a 
metallic average of four hundred and forty millions, and in 
the hands of her people an additional supply equal to twice 
the metallic circulation of Great Britain. 

It is worthy of consideration how far this artificial insta- 
bility of the English money market has contributed to the 
present depression of business. Of course other and sufficient 
causes are not wanting, but instability in the price of capital 
is one of the most discouraging influences upon production 
and trade, and, on the other hand, the readiest promoter of 
speculation 

What is to become of the reserve under the new position 
which the Bank of England has assumed? If customers are 
to be accommodated at outside market rates, their business 
will not be turned away, and if business is not turned away, 
how is the metallic stock, or the reserve of notes to be replen- 
ished ? There would seem to be no other way than to force 
the Joint-Stock banks into keeping their own reserves. The 
Economist doubts whether this is practicable: ‘No doubt a 
system in which each bank should keep its own reserve is the 
more natural and has a very great deal to recommend it. A 
far larger sum in the aggregate would unquestionably be held 
if this plan were followed, and this would be a very desira- 
ble thing. But it is not the custom among us, and it is bet- 
ter to think of improvements which can be made in the 
existing system than to endeavor to substitute one which 
would be altogether new.” It, however, suggests that in 
addition to their current balances, the bankers depositing in 
the Bank of England shall establish besides “a _ separate 
reserve, the custody of which should be confided to the Bank, 
but which should not appear in its accounts. The other 
banks would still retain the advantages of their present con- 
nection with the Bank, while the existence of the proposed 
further reserve would strengthen their position in every way. 
It would be desirable to publish the amount thus held every 
week,” 

So far as a compliance with the Act of 1844 is concerned, 
the Bank of England can always protect itself. It might 
even resort, in a desperate emergency, to the sale of its pub- 
lic securities in order to replenish its metallic stock. This is 
what M. Pereire recommended for the Bank of France as a 
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substitute for amy alteration in the rate of discount. His 
proposition, however, was for a uniform rate of four per cent. ; 
a backward step which would be condemned by the united 
voice of civilized nations. There is a common agreement 
now reflected in the legislation of the most enlightened 
countries, that the price of money loaned should not be uni- 
form, but made to follow the natural alterations in the sup- 
ply of and demand for capital. 

While the new departure taken by the Bank of England 
can occasion no surprise to those who have watched the 
growing embarrassments of its position, it is none the less a 
new source of perplexity to London bankers. Not only has 
the Bank come into direct and full competition with them in 
the loan market, which has never before been the case, but 
they have no longer any financial regulator, and it will be 
dificult to establish a new and authoritative one by voluntary 
arrangement. There is far less disposition among English 
than among American bankers to act in concert in the man- 
agement of their business. This is probably owing to the 
existence in England, from the earliest period, of a large class 
of wealthy private banking houses, which were individual 
property, while in this country, almost the only banking 
has been that of corporate institutions, managed by persons 
not largely interested in the capital stock, Whatever may be 
the cause, the fact is, we think, indisputable, that English 
banks are jealous of any intrusion upon their independence 
or their privacy. The Zconomist, thercfore, does not recom- 
mend any attempt to agree upon a rate of discount, but it 
ventures to suggest that it might be practicable to fix upon 
a maximum rate of interest to be paid upon deposits, through 
the intervention of a committee of the Clearing House. 

Since writing the above, we find the following passage in 
the London Zzmes which fully sustains our views respecting 
the duty of the London banks and bankers to keep their 
own reserves, and not to depend, as hitherto, on the Bank of 
England doing it for them. It is gratifying to see that this 
leading financial authority recognizes the existing system of 
banking in England as essentially unsound:— 

“The Bank directors owe no duty to the nation, except that of being 
always ready to pay their engagements; and the duty they owe their proprie- 
tors is to make as much profit as they can, subject to this same paramount 
condition. Nor are these truths affected by the fact that other bankers are 
in the habit of keeping their spare cash at the Bank of England. The Bank 
directors must be always prepared to reimburse their balances on demand, and 
if thes can do this nothing more can be required of them. The recent action 
of the Bank will be extremely beneficial if it compels the other bankers of 
London to recognise these truths. They have been accustomed to think that 
because they keep balances in Threadneedle Street in easy times, the Bank 
ought to be able to provide them with as much more as they might require 
when times are difficult. They have been disposed to insist that the Bank 
of England must keep a large reserve of cash to make up for their own atten- 
uated reserves. This shifting of obligations may be convenient for a season, 





94 THE BANKER’S MAGAZINE. [ August, 


but it is essentially pernicious. Every bank should keep such a reserve of 
its own as to be able to meet all demands upon it out of its own resources, 
If it be pleaded that the competition of business will nt allow this to be 
done, the answer must be made that in that case competition has made the 
banking condition of Londen altogether unsound, and it is high time that it 
should be amended.” 


Note.—We recur once more to this interesting subject, in 
order to add facts which come to our notice in the latest 
received London newspapers. The Bank of England in the 
week ending June 26, lost £967,561 from its reserve, reduc- 
ing it to £ 10,858,129. The drain was to Paris, and was 
covered by the withdrawal of a large amount of French capi- 
tal lately attracted to London by the higher rate prevailing 
there. On the 3oth of May, the English Bank rate was 
reduced from 3 to 2% per cent., and the drain began. On 
the 26th of June it was raised to 3 per cent., but without 
stopping the drain, which, during the following week, ending 
July 3, caused a still further reduction in the reserve of 
4 1,776,437, bringing it down to £ 9,081,692. The Bank rate 
was consequently raised July 4 to 3% per cent. The reserve 
is now only 31% per cent. of immediate liabilities. The 
specie reserve of the Bank of France at the same date was 
over sixty-nine per cent. 

The LZconomist of July 6 recognizes the anomalous position 
in which the Bank of England is placed, and virtually con- 
fesses the incongruity of the obligations imposed upon it by 
the Bank act, with the duty which it owes to its customers 
and shareholders as a banking institution. “The rise in the 
Bank rate” it says, “is one caused by the demand of gold 
for export and -not by a genuine business demand induced 
by the requirements of our trade.” As showing the futility of 
a high rate to check a drain, when the causes creating it are 
foreign and not domestic, it states that “during the last three 
wecks, with a rate for money continually higher in London 
than in Paris, fully two millions and a quarter ($11,250 000 ) 
of gold has been taken from us to meet Paris requirements.’ 
Under these circumstances it puts this pertinent inquiry: “Is 
the demand of the customer of the Bank to be put on a 
level as to charges with the customers of other banks, to take 
precedence of the duties of the Bank of England as custo- 
dian of the sole considerable cash reserve of the country ? It 
seems impossible for the Bank to adopt this view. 

It is obvious, however, that the Bank-must adopt this view 
to a certain (and unknown) extent, or it must recede from its 
new resolution respecting the minimum. 

The LZconomist now proposes to counteract the effect of 
foreign drains resulting from foreign causes, by having the 
Bank of England “always keep in its possession a certain 
amount of securities which could be employed on the princi- 
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pal foreign centers of exchange, say on the markets of Paris 
Vienna, Berlin, Amsterdam, New York—in those quarters, 
in fact, from which experience has shown that a demand for 
bullion is most likely to arise.” This proposition seems to 
us identical with that of M. Pereire heretofore referred to in 
the foregoing article. Although the LZconomist claims that it 
“has no novelty, and was suggested by men who spoke with 
authority more than a quarter of a century ago,” it seems to 
us to introduce a very radical and questionable change into 
the constitution of the assets of the Bank. 


. THE SILVER MOVEMENT. 


We have thought it might be interesting to our readers to 
have thrown together the general facts occurring quring the 
past year, which bear upon the relation of the precious 
metals to each other, or, as it is sometimes expressed, the 
price of silver when it is exchanged for gold. 

GERMAN DEMONETIZATION OF SILVER. 

The amount of silver actually sold by the German Govern- 
ment to the end of December, 1877, and not including silver 
in bars ready for sale, was as stated below (one kilogram 


being equal to 2,205 English pounds avoirdupois ) : 


Kilograms. 


This quantity of silver sold for 413,002,219 marks, or 
$ 103,250,555, reckoning four marks to the dollar. The coins 
melted down to produce this quantity of silver, were taken 
in by the German Government at a valuation of 476,511,760 
marks, or $119,127,940. The loss to the German Government 
was 63,409,541 marks, or $15,852,385, and results from its 
taking in the old subsidiary coins at their nominal value, and 
from taking in all other coins without deduction for their 
loss of weight by wear (estimated at an average of three 
per cent.), and at the old rating of fifteen and a half to one 
of gold, which is equal to a price of sixty and seven eighths 
pence per ounce in London, whereas, the German sales, so 
far, have averaged between fifty-four and fifty-five pence per 
ounce, 

At the end of the year 1877, it was the opinion of the 
German Government that there still remained to be sold, the 
silver in coins of the old value of 450,000,000 marks, and 
which, if sold at the same loss as attended the previous sales, 
would realize about 390,057,651 marks, or $97,514,413. 





96 THE BANKER’S MAGAZINE. { August, 


In a paper published in Hamburg last February, Sdetbeer, 
the most approved German authority, estimated that after 
the sales of 2,810,000 kilograms of silver made to December 
1, 1877, there still remained to be sold 2,500,000 kilograms, 
That quantity, if the market remains unchanged, would 
realize about 375,832,020 marks, or $93,958,005. This esti- 
mate by Séetbeer, of the amount of silver remaining to be 
sold December 31, £877, does not materially differ, as will be 
seen, from that ‘made by the German Government. 

German sales of silver are made almost exclusively in the 
London market. Thus, during 1877 the German sales of sil- 
ver amounted to about $61,000,000, and during the same 
year the imports of silver into Great Britain, from January, 
were $ 68,737,790. 

Following is a statement, by months, of the imports of sil- 
ver since December 31, 1877, into Great Britain, from Ger- 
many : 

1878. 
January $ 1,713)475 
February 6,228,975 


51255,450 
3,883,400 


173:950 

As the monthly average, during 1877, of British imports of 
silver from Germany, was $5,728,149, the falling off of the 
sales in January, 1878, is very marked. It is doubtless 
attributable to sales then made to the Russian Government, 
of silver to be coined for war purposes. There were reports 
at that time, credited in London and Paris, that Russia had 
actually concluded a negotiation with Germany, for a pur- 
chase of silver to the amount of twenty millions of dollars. 
It is now known that if such a negotiation was attempted, 
it was not concluded, but European financial journals agree 
in saying that considerable purchases of silver were then 
made in Germany, by Russia, and that the Russian mints 
have struck a large number of silver coins for the use of 
their armies operating in Turkey. 

The nominal value of the silver coins purchased and taken 
in by the German Government, at different dates, has been 
officially stated as follows: 

Dates. Marks. 


September 30, 906,859,Gco 
February 28, 967,419,259 
March 31, 998,727,499 
April 30, 1,012,997,037 


The nominal value of the silver subsidiary coins, struck at 
the German mints at different dates, has been officially stated 
as follows : 

Dates. Marks. 


September 30, 1877 411,435,300 
March 9, 1878 424,881,479 
March 16, 425,038,589 
April 20, 425,514,794 
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The new subsidiary German silver coinage is underweighted 
about eleven per cent., whereas, the loss of weight by wear 
of the old full tender silver is only about three per cent. 
There is, therefore, silver enough in 920,000 marks of the old 
coinage, for 1,000,000 marks of the new coinage. 

In a paper published in November, 1877, SGetbeer estimated 
that if the German Government continued to sell silver at 
the rate of its sales during the three months ending Septem- 
ber 30, 1877, the whole operation would be completed per- 
haps during the year ending 1878, or at any rate, by the end 
of March, 1879. 

But if we take the rate of sales, 1,651,000 kilograms for 
the whole year 1877, instead of the rate of sales for the par- 
ticular quarter ending September 30, 1877, it would take 
eighteen months to dispose of the 2,500,000 kilograms, esti- 
mated as remaining, December 31, 1877. 

If we take the rate of sales in the London market since 
January 1, 1878, the operation would take a still longer time, 
but to the sales since that date, in London, is to be added 
an unknown quantity disposed of in Russia. 

At what rate sales will be actually made hereafter, is a 
matter of mere conjecture for those who are not in the secret 
of the German political administrators. They must be influ- 
enced from month to month by the course of events, and by 
their opinions from time to time as to the probabilities of a 
rise or fall in the silver market. As gold must be purchased 
to take the place, to some extent at least, of the silver sold, 
they are also compelled to consider to how rapid a process 
of depletion they can safely subject the world’s gold markets. 
During 1877, when the German sales of silver in London 
were $68,737,790, German purchases of gold in the same 
market were $ 41,717,425. The commercial depression in Ger- 
many is already so severe as seriously to menace political 
and social disturbances. 

The amount of silver to be sold by Germany will be 
largely reduced, if the maximum of ten (10) marks fer capita of 
subsidiary silver shall be increased. The proposition of the 
executive department, submitted to the German Parliament 
near the end of 1876, to increase the maximum to fifteen (15 ) 
marks, was then laid over for further consideration, and to 
await a practical test of the sufficiency of the ten marks 
already provided for. 

A merchaant of this city, who has numerous corre- 
spondents in Germany, writes us as follows, under date of 
April 6, 1878: 

“I have made inquiries, in various parts of Germany, regarding the present 
circulation of silver, but the replies are very unsatisfactory and contradictory. 
In one thing, however, they agree, namely, that rather a scarcity of small coins 


prevails, which, naturally, must make itself more felt, the more thalers become 
Scarce,” 


7 
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The Paris correspondent of the London Zconomist of April 
20, 1878, says: 

** Parties in the trade expect changes before the end of the year, which will 
give some activity to the silver market. It is said that the German Govern. 
ment, finding the sum of ten marks per inhabitant, to which the coinage of 
small change is limited, insufficient, propose to increase it to fifteen marks,” 


The probability seems to be that the present maximum of 
ten marks of subsidiary silver coinage per capita will be 
enlarged, although it may not be raised so high as fifteen 
marks. Any addition which may be made will reduce, by so 
much, the silver Germany has to dispose of. 

Séetbeer reports the out-turn of silver from German veins 
and refineries from 1872 to 1875, both inclusive, at $ 27,500,000, 
and that it is since increasing. The increase is mainly due 
to the same improved processes of extracting silver from lead, 
which have so considerably augmented the silver out-turn of 
British refineries. To whatever extent domestic production 
of silver supplies the German demand for the arts and for 
plate, more of the silver coins taken in by the government 
will be disposable for sale abroad. 

On a general review, it has turned out that the silver in 
Germany remaining to be sold, December 31, 1877, was as 
great as the maximum estimate made by the British Silver 
Commission of the quantity remaining in June, 1876. In 


other words, the old silver of Germany has proved to be 
very much beyond the accepted calculation of two years ago. 
The total amount of the old silver coins, struck between 
1750 and 1871, was, stated in marks (the mark being about 
twenty-five cents) as follows : 


Marks. 
RN CURIE 6.6.6.5: 0-6.0:6.64 00:06: Cesseessnscdsecsdctsseesaene 1,482,000,000 
Gulden or Florin 
House-Town 


The Gulden, or Florin coins, were first called in, and at the 
period limited for their redemption, which expired more than 
two years ago, it was found that only sixty-eight per cent. 
were presented. This led to the belief, on the part of the 
government officials, that the loss of the thaler coins, which 
had been much longer in use, would be very large. Some 
estimates placed the loss as high as sixty per cent. But if 
the present calculations of the German Government are 
correct, the loss is not materially different from that of the 
Florin coins. 

Of the Thaler coins, 788,200,228 have been withdrawn to 
the end of March, 1878. 

The gold coinage in Germany has been principally (about 
five-sixths) for the account of the government, but the fol- 
lowing statement of.the totals coined to the various dates 
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named, includes also what has been coined for the account 


of individuals : 
Marks. 


December 31, 

June 30, 1,149,273)309 
December 31, . 1,275, 705,000 
March 31, 1,379,467,800 
June 30, 1,407, 131,000 
September 30, 1,422, 109,800 
December 31, 1,435, 189,500 
March 31, 1,435,230,600 
June 30, 1,470,272. 500 
September 30, 1,521,303,300 
March 16, 1, 573,080,845 


April 20, 1,584, 113,385 
ASIATIC ABSORPTION OF SILVER. 


Notwitstanding many confident predictions made in 1876, 
and during the two or three years preceding 1876, that the 
Asiatic demand for silver would never again resume great 
proportions, it turns out that the exports of silver during the 
year 1877, to Eastern Asia (India, Japan, China, and the 
Straits), were $105,000,000. The greatest previous export 
was $83,650,000, in 1857. The exports of silver were, 
approximately, from Southampton, $80,000,000 (in exact 
figures, £ 16,970,841 ); from San Francisco, $ 19,000,000 ; from 
Marseilles, $ 4,000,000; and from Venice, $ 2,000,000. 

Of the Southampton export of silver, £ 14,923,156, which 
(taking the pound at $4.85) is $72,377,307, was to India 
alone, and more than that amount was absorbed in_ that 
country, as India had a balance of imports of silver from 
other Asiatic countries during the same year. In the four 
years ending in 1866, when India cotton exports were so 
great in both quantity and price, in consequence of the 
American civil war, the net Indian balance of silver imports 
was $270,000,000, or an annual average of $67,500,000. 

The general cause of this unusual outflow of silver to Asia, 
was the progress of the German silver demonetization, in 
connection with the closure against silver of the United States 
and European mints during 1877. During that year, silver 
from Germany reached the London market to the amount of 
$ 68,737,790. It went from London to Asia, because there 
was no other market. If Germany had sent ten times as 
much silver to London, that city would have sent ten times 
as much to Asia. Under the circumstances, the uncertainty 
was not in respect to the direction of the silver, but in 
respect to the price it would command, and that depended 
on the quantity. It can never be difficult to foresee the 
direction which a fluid will take, which has but one outlet, 
and the silver absorbing capacity of Asia, is equal to any 
possible quantity which can be thrown upon it. It is only a 
question of a greater or less rise of Asiatic prices. 

Some British authorities ascribe a part of the large exports 
of silver to India in 1877, to British loans made in conse- 
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quence of the Indian famine. Some of these loans were only 
temporary advances, and have been paid off this year, which 
payments must have had the effect of reducing this year’s 
silver exports. The direct and general effect of the famine 
in India must be to diminish its power of demanding and 
retaining silver. 

The Madras correspondent (July 4, 1877) of the London 
Times, says: 


‘It is a fact that hundreds and thousands of the people have already sold 
their jewels of silver and gold to pay for food. The Master of the Bombay 
mint has lately published some most significant figures on this subject. The 
amount of silver bullion in small parcels, resulting from the melting down of 
personal ornaments, received into the mint in May, was about £ 80,000, and in 
June, the amount was still higher.” 


Of the silver coinage of the Bombay mint, during the 
whole year, 1877, the London Lconomist of April 20, 1878, 
says that it was “increased by more than a million pounds’ worth 
of silver ornaments received from the sufferers by the famine.” 

The same poverty resulting from famine, which has induced 
this delivery into the mints, of silver ornaments, would be 
felt even more in diminishing expenditures upon new silver 
ornaments. In all ways, anything which impoverishes India, 
must impair its power to purchase and retain the precious 
metals. 

Another British explanation of the diminished India 
demand for silver in 1878, as compared with 1877, is the 
great fall in the rates of discounting by the India banks. 

The London LZconomist of July 6, says : 


‘*The silver market is again decidedly depressed. The cheapness of money 
in India has, doubtless, contributed to this unfortunate result, and the Bank of 
Bombay has now lowered its minimum discount quotation to four per cent. A 
few months back it was nine per cent.” 


During some portion of 1877, the India banks’ rate of dis- 
counting was as high as eleven per cent. 

The India demand for silver has always been fluctuating ; 
periods of large importing being followed by periods of small 
importing. But the current always sets one way, and always 
will, unless silver mines are discovered and worked in India 
itself to supply its immemorial demand for that metal. 

British silver exports to India and China (including Hong 
Kong), for January, February, March, April, and May, 1878, 
compared with the same months in 1877, were as follows: 


JANUARY. 


1877. 1878. 
$ 5,882,750 dial $ 2,500,000 
375,975 sees 1,174,205 


$ 6,257,825 cece $ 3,674,205 
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1878. | THE SILVER MOVEMENT. 


FEBRUARY. 
1877. 1878. 
$ 3,015,500 wees $ 6,950,250 
1,321,750 pide 1,201,635 
$ 4,357,250 see $8,151,885 


MARCH. 
1877. 1878. 
$ 5,692,335 e006 $ 2,281,000 
712,850 ae 578,675 
$6,405,185 teks $ 2,859,675 


APRIL. 


1877. 1878. 


$ 5,300,000 soos $ 303,775 
931,105 sees 677,530 


$ 6,231,105 ee $ 981,305 


MAY. 
1877. 1878. 
$ 6,472,250 Sees $ 1,897,200 
1,024,750 sees 1,117,400 
$ 7,497,000 * eens $ 3,014,600 


Comparing the first five months of this year with the 
responding months of last year, the silver exports from 
Francisco to the East, were as follows: 


1877. 1878. 
To Hong Kong $ 1,662,744 er $ 2,168,757 
To Japan 642,843 mena 662,676 


1,451,713 eee 2,530,713 
None. rer 52,350 


$ 3)757,300 sees $ 5,420,496 


Of these quantities, the part consisting of foreign coin and 
foreign bullion, was $1,288,528 in 1877, and $726,611 in 1878. 
For the month of June, the San Francisco silver exports to 
China were, in bars $1,967,987, in Mexican dollars $ 376,101, 
and in trade dollars $148,823, making a total of $ 2,492,911. 


THE GENERAL EUROPEAN SITUATION. 


In Spain, nothing has been done to change the situation 
established by the Royal Decree issued in the summer of 
1876. Silver is only coined on Government account, but no 
movement has been made to demonetize it. 

In Holland, the provisional law of 1875, which expired 
January 1, 1877, but was extended to January 1, 1878, has 
been again extended, and, as is supposed, for another year, 
so that the Dutch attitude remains an expectant one. The 
provisional law of 1875 restricted the coinage of silver to the 
account of the Government, while it permitted the free 
coinage of gold, which, however, has not yet attained any 
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important proportions, Indeed, the small quantity of gold 
imported into Holland for coinage purposes under the pro- 
visional law of 1875, seems now to be leaving’ that country, 
This would be expected, as silver is equally a legal tender 
and gold is at a premium. The London journals publish 
the following from the Frankfurter Zeitung of May, 1878: 

‘The gold bullion held by the Bank of the Netherlands has experienced 
a considerable diminution recently. Luring the year 1877, £66,000 in Dutch 
gold coins and £1,767,000 in foreign gold and bars have been exported, and 
the process is still going on. In April of this year £417,000 on already 
been taken for the same purpose.” 


Switzerland seems in recent years to have parted with gold, 
rather than to have absorbed it from other markets. The 
following explanation of the fact is found in the Vienna 
correspondence of the London LZconomist of June 8: 


**The circulation of the notes of Swiss banks in 1877 amounted to 
83,500,000 francs, whilst it had amounted to but 24,500,000 francs in 1871. 
This fact is due to the disappearance of gold from the circulation, which is 
owing to the double standard, and to the fall in the price of silver. The 
population which has been used to having gold in its hands for a very long 
time, does not like the silver, and especially the large silver five-franc 
pieces from Alsatia and France, and prefers using notes, although they were 
very unpopular in Switzerland at one time.” 

In Roumania, the circulation of both the metals has been 
superseded by the issue of $6,000,000 of government paper, 
made a tender by law. In Greece, the metals have been 
expelled by paper of a different kind. Instead of issuing its 
own notes, the government of Greece has become a borrower 
from certain banks, one of the terms being, that until the 
loans are repaid, the notes of these banks, to certain amounts, 
shall be a tender by law. In Turkey, the issue of govern- 
ment paper money has continued upon a large and _increas- 
ing scale, and the same thing is true of Russia. In Hungary, 
additional issues of government paper are urged, but the 
proposal meets with resistance, and nothing has been decided 
upon. The political and military events of the past year 
have thus tended to banish the metals still more completely 
than before from the eastern half of Europe. The metallic 
supplies of western Europe have doubtless been somewhat 
increased in consequence. 

Upon the whole, it is apparent that the gold price of sil- 
ver must rise, as soon as the German stock is disposed of, 
either by sale or by an enlargement of the German subsidi- 
ary coinage, unless there shall be a largely increased pro- 
duction of silver, or unless there shall be further demoneti- 
zations of silver in Europe. In respect to the probability of 
the latter, there are differences of opinion. The pending 
International Monetary Conference will throw light upon it. 





THE INCREASE OF MERCANTILE FAILURES, 


THE INCREASE OF MERCANTILE FAILURES. 
BY DR. GEORGE MARSLAND. 


The resumption of specie payments has often been referred 
to as a fruitful cause of mercantile depression and disaster. 
The experience of England after the paper-money period, 
which lasted from 1797 to 1821 has frequently been cited to 
show that the end of inflation of the currency and the 
beginning of specie resumption are periods of critical danger 
to trade and industry. To not a few persons evidence of 
the same kind seems to be furnished by the report of Messrs. 
Dun, Barlow & Co., respecting the failures of the last half- 
year. The figures compare as follows with previous reports: 


MERCANTILE FAILURES IN THE UNITED STATES, 1875-1878. 


No. of Amount of Average 
Failures. Liabilities. Liabilities, 


First six months in 1875 sia 3,563 i $ 6,844,266 -. $21,567 

First six months in 1876 4,600 oe 108,415,429 = 23,508 

First six months in 1877 oe 4,749 oe 99,006,171 ca 20,974 

First six months in 1878 as 5,825 «» 130,832,766 oe 22,460 

Although, as has been said, these figures might seem to 
confirm the theory that specie payments and the approach of 
resumption are working mischief for national industry, this 
inference is not suggested in the circular before us, but sev- 
eral other causes are mentioned as sufficient to account for 
the trouble. Prominent among them is the agitation caused 
throughout the country by apprehended legislation at Wash- 
ington, which has occupied the public mind, impaired confi- , 
dence and injured trade. Another circumstance referred to 
is the impulse given to the process of liquidation by the 
repeal of the bankrupt law, which has “compressed into the 
space of a few months not only the anticipated troubles of 
the future, but the revelations of the misfortunes of the past.” 
Finally, there is in this country, as abroad, the downward 
tendency of prices and the general shrinkage in values which 
has been more conspicuous during the last six months than 
in any period since 1873, resulting in numerous misfortunes 
which, after so long a period of depression, have discouraged 
business men and made them powerless to withstand the 
pressure. 

On the whole, therefore, it would appear that, in the opin- 
ion of Messrs. Dun, Barlow & Co., the increase of failures is 
not due, as many have supposed, to the approach of resump- 
tion, but to other causes, many of which are operating in 
other countries with equal or greater force. To complete the 
foregoing statistics, we give the following table, showing the 
comparative progress of liquidation during the several quar- 
ters of the last three years: 
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——1st Quarter.—~ —2d Quarter.—~ ——3d Quarter.—~ —-4th Quarter. 
No.of Average No.of Average No.of Average No.of Average 
Years. Failures. Liabilities. Failures. Liabilities. Failures. Liabilities. Failures.Liabilities. 


1875 . 1,982 . $21,784 . 1,581 .$21,295 . 1,771 . $30,676 . 2,405 . $209,475 
1876 . 2,806 . 23,038 . 1,794 - 24,398 . 2,450 . 19,534 . 2,042 . 17,064 
1877 . 2,869 . 19,010 . 1,880 . 23,972 . 1,816 . 23,318 . 2,307 . 21,117 
1878 . 3,355 - 24,464 . 2,470 . 19,738. ——- . —— . = 


No. of Amount of Average 
Failures. Liabilities. Liabilities. 


Total for the year 1875 “e 7740 .» $ 201,060,333 +» $25,960 
Total for the year 1876 ia 9,092 a 191,117,780 a 21,020 
Total for the year 1877 we 8,872 a 190,669,936 + 21,491 
Total for the year 1878 is —_— os — ee 


Two general causes of mischief are mentioned in addition 
to those above discussed, which are more specially their 
nature. There is, first, a lowering of the moral tone of the 
business community; and secondly, an overcrowding of certain 
departments of business. On the iast of these points the cir- 
cular has the following valuable suggestions : 

“That there are still too many in business in proportion 
to its volume and profitableness there is no denying, and 
that failures are likely to occur while this condition lasts is 
equally certain; but this does not alter the great fact that 
the country is rapidly recovering itself, and that by the suc- 
cess of agricultural operations great bodies of producers over 
vast sections of the country are materially increasing their 
purchasing power. It is true that in numerous manufacturing 
centres depression still reigns, and no revival is hoped for so 
long as the capacity to produce so immensely exceeds the 
probable demand. That this view has become a settled con- 
viction in many minds, even among the operatives themselves, 
is a hopeful sign, for the necessity will then become appar- 
ent that a numerous class should adapt themselves to other 
industries; and the fact that at Government and other land 
agencies there have been very frequent applications for farms 
from those hitherto engaged in other pursuits, is one of the 
most cheering signs of the times. As a country we are most 
fortunate in this, that millions of fertile acres are available 
at a merely nominal price, and that, with very little effort, 
not only a living, but comfort and eventual independence 
are possible to families willing to work. In no form could 
organized philanthropic effort be better shaped than in 
encouraging by information, direction, and even material aid, 
a movement from manufacturing centres to the cheap lands 
of the West and South. If by firmness on the part of 
wholesale merchants in refusing settlements and compromises 
in the event of failure, a similar movement could be induced 
among the large army of unnecessary retailers and middle- 
men now dividing up between them the limited trade of the 
hour, an early solution would be found for many difficulties 
from which the business of the country suffers. That these 
results will be, of necessity, gradually accomplished, is certain, 
and the sooner the better for all concerned. 
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“There are numerous other indications of an encouraging 
character ; the enormous amounts realized from both natural 
and manufactured products exported, the certainty of mag- 
nificent crops, the continued success attending the develop- 
ment of mineral resources—all point to a steady gain in 
national wealth. The probability of early resumption of spe- 
cie payments is another most encouraging circumstance, and 
taken in connection with the likelihood that values have 
touched their lowest point, will result in begetting a degree 
of certainty and stability, to which the trade of the country 
has been a stranger for some time past.” 

There is nothing new in this complaint of the overcrowd- 
ing of the avenues of business. In every age of the com- 
mercial history of the world periods of depression have 
occurred from various causes, and one of the most frequent 
symptoms of such crisis is that there.is less demand for 
various Classes of workers from the simple reason that there 
is less work to be done. Where ten men were required to 
do the volume of business, five are, perhaps, sufficient if the 
contraction of business reaches a certain point. This being 
so, a struggle ensues as to which of the ten shall retain and 
which shall lose their old places. The result, however, is, of 
course pretty uniform ; a great number of men who formerly 
had full work at their old employments are driven away to 
seek other occupation. In a country like our own, so rich in 
resources, willing hands can always find work by which, in 
one way or other, an honest laborer can earn subsistence for 
himself and his family. In the older countries of Europe 
the problem is more complicated, and when men lose their 
place in the grand army of industry, they do not find it so 
easy as in the United States to obtain a new position and 
start once more upon a fresh career. Hence, the transition, 
the change of employment which, in times of panic and 
stagnation is always forced upon a great number of persons 
in every commercial country, is productive scarcely anywhere 
else in the world of so little serious disaster and ruin to 
the individual members of society. Not a few writers have 
proposed, as a remedy for some of the evils we are discuss- 
ing, that there should be a smaller number of “‘ middle men” 
to stand between the producer and the consumer. But these 
theories cannot be put in practice for many reasons. The 
“middle-man,” as he is called, is as really a producer as the 
farmer or the manufacturer whose product he buys and sells. 
As the word itself indicates every man who facilitates the 
progress of goods to a market is a producer. In the analy- 
sis of political economy, there is no place for the “ middle- 
man.” Every person is regarded as either a producer or a 
consumer, and commonly he is both by turns. In confirma- 
tion of the general nature and wide-spread influence of the 
causes which have augmented the number of failures during 
the last six months, the following table is given: 
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Total for first six 
montis of 1877. 

No. 

Fail- 


Second Quarter 
——-in 1878.-——. 


Total for first six 
months of 1878.— 


Cz CA 
STATES AND Fail- Amount of Fail- Amount of Amount of 


TERRITORIES, 


OT 
Arizona . 


City a San Francisco 
Colorado 


District of Columbia. 
Florida 
Georgia 


SRS 
City of Chicago.... 
Indiana 


Kentucky 
Louisiana 


Massachusetts 

City of Boston 
Michigan 

Minnesota. 
Mississippi 

Missouri 

City of St. Louis... 


New Hampshire 
New Jersey 
New Mexico 


City of New York.. 
North Carolina, 


City of Cincinnati. 
Oregon 

Pennsylvania 

City of Philadelphia. 
Rhode Island 


Virginia 

Washington Territ’ry 
West Virginia 
Wisconsin 

Wyoming 


Dominion of Canada. 


ures. 


6 
I 


Io. 


59 
61 


13. 


392 . 


Liabilities. 
$77,094 
19,000 
90,500 
523,000 
990,000 
133,769 
1,355,201 
11,000 
92,000 
113,702 
41,138 
863,772 
816,430 
3,480,000 
1,133,800 
1,021,900 
105,800 
1,440,880 
986,306 
144,900 
589,080 
4)758,422 
2,061,300 
1,552,554 
186,834 
241,176 
177,212 
239,700 


91,300 
134,500 
634,600 

2,200 
3, 124, 725 
7;910,900 


1,985,084 
1,804,148 
5,488,923 
1,414,122 

389,322 
100,138 
311,154 

478,490 

42,500 
395,500 
316,144 
132,000 
467,220 


- $48,753,940 


4,407,800 


ures. 


OS x 
ie 
2%. 
ie 
116. 
26. 
150 . 
2% 
es 
17. 
12. 
88 . 


254 . 
20 . 


go. 


117 
63 


354 - 


55 - 
eo. 
47. 
62 


65 . 
7 « 
57 . 


77 - 
2. 


424 . 
58 . 


290 . 


Liabilities. 
$ 461,672 
42,107 
272,600 
1,343)341 
1,826,747 
3375373 
2,795,040 
83,000 
96,500 
164 
76,638 
1,523,502 


4,898, 131 
8,753,300 
3,948,549 
2, 140,400 
424,550 
45759,258 
4,080, 706 
803,900 
1,246,880 
7,817,431 
6,536,523 
4,008,025 
385,963 
807,160 
738,216 
861,500 
472,200 
107,137 
276,800 
1,083,800 
2,200 
8,538,844 
23,395,412 
499,400 
6,831,233 
3,215,080 
11,714,554 
5,402,466 
955,225 
513,501 
1,349,474 
1,873,510 
43,7090 
1,070,600 
612,044 


227,730 
1,398,916 


- $ 130,832,766 


13,508,729 


ures. 


33 - 


1s. 
179 . 
7. 
ms 
162 . 
i 
ae 
19. 
Ss 
. 
a. 
244. 


Liabilities. 
$ 526,031 


176,325 
1,456,756 
5,802,035 

386,400 
2,930,740 

18,500 

149,500 

733,600 

120,500 

703,696 

29,500 
4,113,800 
45710,600 
2,234,885 
1,543,400 

130,250 
359435750 

434,518 

571,000 
1,756,502 
4,190,128 
2,161,200 
4,943,328 
1,096, 515 

599,689 

461,842 
3)491,250 

201,300 

460, 329 

220, 162 
1,950,828 
9,845,599 

16,545,004 

411,965 
3.130,637 
1,813,890 

175,904 
6,052,957 
2,215,873 
2,183,587 

924,496 

602,450 
1,006,620 

30,000 

400,863 

4395734 

45,800 

381,926 
1,143,950 


. $99,606,171 


15,151,837 


It thus appears that in most of our large cities the fail- 
ures are much greater this year than last, the only exceptions 


being at St. 


Louis and San Francisco. 


In many of the 


Western States the failures have been heavy, for example, 
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in Ohio and Indiana. In Texas, Georgia, Tennessee, Ken- 
tucky and other Southern States, as well as in Pennsylvania, 
Massachusetts, Vermont and Maine there has also been an 
increase of insolvencies. In Canada the prospects appear to 
be brightening, and the failures are fewer than last vear as 
well as of smaller magnitude. The general conclusion from 
the whole of these statistics evidently is, that, notwithstand- 
ing the impulse which several rich harvests have given to 
our national wealth, there are general causes of trouble which 
are at work in this country, and still more conspicuously in 
Europe, and that almost every State in the Union is suffer- 
ing more or less from the consequent stagnation and indus- 
trial distress. Secondly, there are not a few promising indi- 
cations that the tide is turning and that if Congress does 
not disturb public and private confidence, by the agitation of 
mischievous schemes of legislation, we may hope for a grad- 
ual improvement in commerce and trade. 


IS ENGLAND SPENDING HER CAPITAL? 


BY GEORGE WALKER. 


The annual values of property assessed to income tax in 


Great Britain show a very great increase of wealth in the 
United Kingdom within the twelve years between 1864-5 and 
1876-7. The net annual values so assessed increased from 
331 to 490 millions sterling, or nearly fifty per cent.; but as 
these values are given after the authorized deductions or 
exemptions from taxation have been made, the gross values 
must have increased much more, since between 1865 and 1877 
the limits both of exemption and abatement were muci: 
extended. The figures above given do not, moreover, include 
the incomes of the working classes, who, as a rule, pay no 
income tax; it is well known that, within the period desig- 
nated, the wages of those classes have largely increased ; 
although there has recently been a great falling off, owing to 
the excessive prostration of industry. 

The direction which the development of wealth has taken 
will be best seen from the increase in certain items of the 
assessment ; thus the assessed revenue from houses increased 
from sixty-four to ninety-six millions; that from farms from 
seventeen to thirty-six; that from mines and ironworks from 
seven to seventeen; that from gas, railways, canals and other 
property from twenty-three to fifty-one; that from public 
companies from eleven to twenty-four; and that from trades 
and professions from 99 to 136. 

While the greatly increased wealth of Great Britain in 1876 
over 1864 is thus incontestibly established, it has been seri- 
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ously questioned by high authorities in England whether 
that increase has not received at least a serious check, if a 
period of decadence has not actually set in. The latter 
would seem to be the opinion of Mr. Rathbone, the member 
of Parliament for Liverpool, who, in a letter to the Lcono. 
mist, dated November 15, 1877, elaborately reviewed the 
economic situation, and arrived at the conclusion “that the 
country, as a whole, has been extravagant, and has overspent 
to an extent which is reducing its capital, and eating into its sav- 
ings.” Mr. Rathbone is a merchant of inherited wealth and 
influence, and of large experience, and the grounds of his 
conclusion above stated may be thus summarized. The excess 
of imports over exports, which has usually been regarded as 
the bringing home of the profits derived by England from 
her foreign commerce, and from her trade and investments 
in foreign countries, during the fifteen years from 1860 to 
1874 inclusive, fluctuated between forty and seventy-two mil- 
lions sterling, and averaged fifty-six millions. From seventy- 
two millions in 1874, this excess suddenly rose to ninety-two 
millions in 1875, to 118 millions in 1876, and to an estimated 
sum of 142 millions in 1877, the year not being ended at the 
date of Mr. Rathbone’s letter. 

Other writers have since endeavored to break the force of 
these figures—notably Mr. McKay, also a merchant of Liver- 
pool, in a contribution to the Economist of December 8th, 
1877—by showing that Mr. Rathbone did not make sufficient 
allowance for the deductions to be made from imports on 
account of freight in British bottoms, and other charges 
included in the declared values, but which, being due to 
British merchants, are not to be charged against the country ; 
and on the other hand, for additions in the way of freight, 
insurance and profit, which should be made to the declared 
value of exports, being equally items accruing to the 
home merchant and shipowner. But Mr. Rathbone did not 
overlook these necessary corrections of the account. On the 
contrary, he stated that “in the case of imports, the amount 
of freight, charges and profits due to British shipowners and 
merchants, would have to be estimated and deducted from the 
Official statement of the aggregate value of our imports, 
before we could arrive at the amount which, in some form or 
other, this country has to pay to foreign countries; and in 
the case of exports, the freight, charges, and profits earned 
thereon by British shipowners and merchants, would have to 
be estimated and added to the value of our exports as stated 
by the Board of Trade, if we would wish to ascertain to 
what extent the amount of our exports could counter-balance 
the amount we have to pay for our imports.” 

Nhether Mr. Rathbone, or his critic, is nearer right in 
their estimates of these mecessary corrections, his main 
proposition, that the imports have suddenly and abnormally 
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increased, cannot be impugned; inasmuch as precisely the 
same corrections, and in nearly identical proportions, must 
be applied to all previous statements of exports and imports, - 
leaving the ratio of that increase the same as if the correc- 
tions had not been made. 

The methods of paying for imports are thus classified by 
this writer, “1, by the net proceeds of our exports, plus 
any freight earned on their transport by British shipowners ; 
2, by the profits of trade other than our export trade, carried 
on for account of this country, to supply the wants of 
foreigners ; 3, by revenues derived from foreign stocks and 
investments; 4, by the sale to foreign countries of stocks 
or other investments; and 5, by the export of specie beyond 
the amount which is merely passing through the country in 
transitu. Payments by means provided from the first three 
sources may, I think, be considered to be paid out of 
income ; from the last two out of capital.” 

Mr. Rathbone then proceeds to show that there has been 
a decline and not an increase in exports, growing out of 
the facts, that in 1872 and 1873, imprudent loans by British 
capitalists to foreign governments and to private companies, 
notably to the railways of the United States, gave an 
unnatural and unhealthy impulse to the export trade. An- 
other impulse was derived from the conclusion of the Franco- 
German war, whi@h, for nearly a year, suspended even normal 
operations on the Continent. These exceptional causes have 
ceased to operate, and in place of them, there has grown up 
a greater independence of British products in many coun- 
tries, which formerly depended largely on them. We know 
how heavily the imports from Great Britain have fallen off 
in this country, both by reason of the suspension of railway 
construction, by the checking of municipal and other bor- 
rowing in the London market, and by the supremacy which 
we have acquired in our own markets in the important 
articles of iron and cotton goods. Although this last result 
may be attributed to the tariff, there can be little doubt that 
this is not the true explanation of it; the fact being, that 
owing to the reduced cost of all raw materials and of living, 
and to the greatly multiplied channels of transportation, 
which have lowered the carriage of products to a third or a 
quarter of its cost ten years ago, all the conditions of pro- 
duction have been so improved, as to place the United States 
beyond the reach of foreign competition in the home market. 
Bessemer rails, which cost $120 a ton in New York in 1872, 
have, within a few months, been laid down in Illinois, by an 
Eastern manufacturer, at $46 a ton; and railways can now 
be constructed, anywhere in the United States, at from a 
third to a half of their cost in 1872. 

As to the second means of paying for imports, contained 
in Mr. Rathbone’s category, profits derived to British capi- 
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tal from trade carried on by it to supply the wants of 
foreigners, his statement is, that these profits are derived 
from the building of ships for foreigners, from the carrying 
trade in British ships, and from the exchange and banking 
profits made out of foreigners, in and out of England, by 
English merchants and bankers. All these sources of income 
have declined. Fewer ships are ordered from abroad, and 
the carrying trade has been greatly curtailed, especially since 
the completion of the Suez Canal. The opening of that 
avenue to the East has wrought a complete revolution in 
European trade, and has benefited the continent at the 
expense of Great Britain in two ways. It has avoided the 
passage of the great Asiatic staples through England on their 
way to France, Germany, Austria and other continental coun- 
tries, and it has reduced the quantities and multiplied the 
number of shipments, thus requiring less dependence on the 
London money market, where the largest portion of Eastern 
exchanges ‘have always been manipulated. The electric tele- 
graph has, in this instance, as in many previous ones mate- 
rially contributed to economy in the use of capital. An 
equally signal instance of it occurred in this country after 
the opening of the Pacific Railway, and the establishment 
of the steamship line to Japan and China, events which were 
speedily followed by the building of a continuous telegraph 
line to those countries. The tea trade, wMich was formerly 
in the hands of a few rich houses and very profitable, became 
suddenly unprofitable, owing to the ability of German and 
other houses to do the business on small capital, and to the 
great abbreviation of the time necessary to the transit of 
cargoes. 

A significant illustration of this revolution in trade came 
within the writer’s knowledge and business experience. The 
Gold and Stock Telegraph Co., of New York, in the prose- 
cution of its business of a gatherer and vendor of the market 
quotations of all countries, made arrangements several years 
ago, at a considerable expense of telegraph tolls, to bring 
from San Francisco, on the arrival of every China steamer, 
a carefully prepared tea report, compiled by its China agents. 
This report was specially procured for one of its customers, 
the Boston Board of Trade. But the company expected to 
derive a considerable profit from the sale of the report to 
the large tea houses of this and other cities; not one of 
them, however, would take it, much preferring, as_ they 
said, that no such report should be brought over. 

“Formerly,” says Mr. Rathbone, “cotton from Bombay, 
and silk from China, were shipped to England, and thence 
distributed to manufacturers on the Continent. A voyage of 
three or four months was occupied in transmission to Eng- 
land, a much further time was consumed in the sale and 
retransmission of it to the Continent. Now the Austrian 





the 
the 
their 
oun- 
the 
the 
stern 
tele- 
late- 
An 
ifter 
nent 
were 
raph 
erly 
ame 
and 
the 
t of 


ame 
The 
ose- 
rket 
ears 
ring 
ner, 
nts. 
ers, 
| to 
. to 
of 
hey 


ay, 
» of 


ng- 
and 


1878. | IS ENGLAND SPENDING HER CAPITAL ? III 


manufacturer can contract with the merchant of Bombay for 
so many bales per month or per week, delivered direct from 
Bombay, va Trieste, involving only a month’s steaming ; 
while he can make his wants known by telegraph in a few 
hours. Similarly, much silk goes direct to France. Again, a 
miller can order his wheat from Chicago by telegraph, and 
receive it by a through bill of lading, over railway and by 
steamer, whereas formerly it was sent for sale to New York, 
thence again for sale to England, and thus now his wants 
are made known and supplied in a much shorter time than 
formerly.” ' 

The third of M. Rathbone’s means of paying for imports, is 
out of the income derived from investments in foreign 
countries. The omnipresence of British capital has heretofore 
made the revenues thus accruing, very large; but there can 
be no doubt that they have seriously declined within the last 
five years. The mercantile and industrial investments have 
suffered from the universal prostration of trade in _ all 
countries. The loans to foreign governments and to private 
companies, and the investments in the railways, mines, and 
other enterprises abroad, have been generally unfortunate. 
Great Britain would not touch the Federal securities of the 
United States until the Germans had made vast fortunes out 
of them; but it greedily absorbed the stocks of Spain, 
Austria, Turkey, Egypt, Peru, Honduras, and other States of 
large promise and small performance. Careful estimates, 
heretofore published in the Zconomist, show, that much of 
this capital was hopelessly sunk. Not only must the income 
from it have fallen off in 1875 and 1876, but the shrinkage 
has steadily continued to the present time. Even the pre- 
eminent ability of Mr. Goschen, as a financier, has failed to 
put the Viceroy of Egypt on his legs, or to accomplish the 
security of the British bond-holder. 

If Mr. Rathbone is right in his conclusion that from neither 
of the sources of income, which we have thus enumerated, 
has there been any increase at all commensurate to the 
increased excess of imports coming into Great Britain, it 
must necessarily follow, that that excess has been paid for 
out of capital, and in one of the two ways which he has 
indicated. Either the country has largely parted with its 
stocks and investments in other countries, or it has covered 
balances by the export of specie. There is much evidence 
tending to show that this has been the case. The excess of 
loanable capital in London since 1873-4, which is shown by 
the deposits in the Joint-Stock banks, and by the prevailing 
low rates of interest, especially ‘in the open market, has 
served to conceal a decrease in the National wealth, if such 
a decrease does, in fact, exist. The causes of this excess of 
capital are many, but they are principally to be traced in 
the stoppage of production and trade, and in the reduction in 
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the amount of capital required to do business, under the 
quickening of the social exchanges which has been already 
alluded to. Political complications, and the distrust engen- 
dered by bad faith, -have weakened the confidence in foreign 
public debts, to such an extent as to cause the English hold- 
ings of them to be largely sold. This was said to have been 
the case with regard to Russian securities a year ago, and 
it has doubtless been much increased since the _ political 
issue between England and Russia became a direct, instead 
of an indirect, one. All the great Russian loans are in ster- 
ling, and have been negotiated on the London market by the 
Barings and Rothschilds. The amount of Russian loans now 
quoted in London, reaches the large figure of $800,cco,coo. 
We know also that there was a large export to this country 
of Federal bonds from England after the agitation of the 
Silver Bill and for the repeal of the Resumption Act began. 

Mr. Rathbone also shows that bullion has gone abroad to 
complete the payment for excessive imports. The proof of 
this is to be found in the returns of the Bank of England. 
The coin and bullion in the Bank on the first of November 
1876, was £ 33,000,000, on the first, of November, 1877, it was 
only £ 22,800,coo. Between the same dates, the reserve fell 
from £ 19,200,000 to £ 9,680,000. We have in another paper, 
in this number of the BANKER’s MAGaAzInE, (The English Bank 
Rate) pointed out the impaired influence, if we may not ven- 
ture to say, embarrassed position, of the Bank of England, 
growing out of its struggle to protect the national stock of 
the precious metals. We did not, however, in that article 
impute the drain of bullion to the cause now assigned to it 
by Mr. Rathbone, namely, to the domestic necessity of export- 
ing gold to pay for imports. It is, however, more than prob- 
able that this has been one of the causes of that drain. All 
intervening efforts to better the Bank’s position have, so far, 
signally failed, and the state of the bullion and reserve at 
the latest received date (July 4th) is even more unfavora- 
ble than that stated by Mr. Rathbone as of the first of 
November last. The coin and bullion are now £ 21,524,000, 
and the reserve £ 9,050,000. The important resolution, lately 
taken by the Bank, to abandon the guardianship of the 
national reserves, shows that it is not deemed possible to 
better the situation without such a codperation on the part 
of other banking institutions, as will both increase the metal- 
lic stock, and divide it up in such a way as to render it less 
open to assault. If, however, England is losing gold by rea- 
son of extravagant living, shortened production and excessive 
imports, the disease is so deeply-seated as only to be capable 
of cure by greater economy of private living and of public 
expenditure. The results of the Berlin treaty are not favor- 
able to the latter, and it remains to be seen whcther the 
new era of territorial acquisition and military protectorate 





1878. ] IS ENGLAND SPENDING HER CAPITAL? 113 


inaugurated by Lord Beaconsfield, will not prove subversive 
of that long-continued commercial supremacy which, since 
the conclusion of the Peace of 1815, has transferred the seat 
of power from Downing Street to Manchester. 

In concluding the present article, it is, however, necessary 
to state that other English writers, no less distinguished than 
‘Mr. Rathbone, take an opposite view of the situation. Among 
these are Mr. Giffen, an officer of the Board of Trade, Mr. 
Newmarch, the eminent banker and statistician. Two valua- 
ble papers read by these gentlemen before the Statistical 
Society, since the beginning of this year, and since published 
in its journal will form the subject of a future paper. 


THE 3.65 INTERCONVERTIBLE BOND. 


Persons in this country, respectable in numbers and intelli- 
gence, recommend the issue by the National Government of 
a paper currency convertible, at the will of the holder, into 
bonds bearing what is considered a low rate of interest, the 
rate of 3.65 being most commonly mentioned, and the bonds 
to be also reconvertible, at the will of the holder, into paper 
currency. The fundamental ideas upon which this recom- 
mendation rests, are, that a very low rate of interest is the 
result of a too abundant currency, and would be automati- 
cally corrected by the power of converting the currency at 
will into an interest-paying obligation, and that a very high 
rate of interest results from a too contracted currency, and 
would be automatically corrected by the power of converting 
interest-bearing obligations at will into currency. 

When the metallic currency of the world began to be sud- 
denly enlarged twenty-five and thirty years ago, by the Cali- 
fornia and’ Australian gold discoveries, and when a much 
greater enlargement was universally expected than was in 
fact finally realized, the opinion that the increase of money 
would reduce the rates of interest, was common, although by 
no means universal. In England, this opinion was greatly 
confirmed by the fact that the Bank of England fixed its 
discount rate at two per cent. per annum, in April, 1852, and 
did not raise it during the remainder of that year. This fact, 
being simultaneous with, was readily accepted as the effect of, 
the new influx of gold, and the general expectation in Eng- 
land and elsewhere was, that this influx would keep money 
constantly abundant, and the rate of interest constantly low. 

Tooke (History of Prices, vol. 6, page 278) says of the years 
1852-3: 

“It was very generally supposed that the rate of interest 
must be regarded as permanently reduced, in consequence of 
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the rapid increase of money capital, the immediate result of 
the importation of gold; and there can be no doubt that 
large transactions between borrowers and lenders were mate- 
rially affected by views of this nature.” 

Tooke also says (vol. 6, page 273): 

“The constant arrivals of new gold, and the evidence of a 
great prosperity on all sides, had produced a moral effect on° 
the public mind, so strong, that the rise of the minimum 
bank rate in January, 1853 [to two and a half per cent. Jan- 
uary 6, and three per cent. January 20], excited very general 
surprise, and led to some loud expressions of discontent.” 

The extent of the impression prevailing in England, that 
the “new gold” would work a “ permanent reduction” in interest 
rates, is illustrated in the financial projet submitted to Par- 
liament in April, 1853, by the then Chancellor of the British 
Exchequer ( Mr. Gladstone), and by one of the objections 
made to that projet by Disraeli (now Lord Beaconsfield ), the 
leader of the opposition. 

Mr. Gladstone proposed a rate of interest on Exchequer 
Bills of one and a half per cent. per annum, which he was 
obliged in fact to double six months later. But his more 
important proposition was to attempt to substitute a two and 
a half per cent. consol for the three per cent. consols, with 
the aid of a guarantee that the proposed two and a half per 
cent. consols should not be paid off for a term of at least 
forty years. Disraeli objected that it was unwise to give such 
a guarantee, as the “xew gold’’ might reduce interest still 
lower. His language was (Parliamentary Debates, vol. 126, 
pages 350-1): 

“What are the prospects of the rate of interest in this 
country ? No one can deny that there are new phenomena in 
the present day with respect to these subjects. Is there any- 
body who can calculate the present amount of the precious 
metals in the world, or what it will be in forty, thirty, 
twenty, or even ten years hence? The question of terminable 
annuities has assumed a very different character in the opin- 
ion of the most important thinkers, since the metallic discov- 
eries.” 

We now know, that in point of fact, the increase of money 
from the Australian and California mines, instead of lower- 
ing the rate of interest, so stimulated the activities of busi- 
ness, that loanable capital has rareiy enjoyed a period of 
higher remuneration than during the twenty years following 
1848. Ernest Seyd, writing in 1868 (Bullion, page 513), says: 

“Upon this done point all authorities are agreed, to wit, 
that the large increase in the supply of gold has given a 
universal impetus to trade, commerce and industry.” 

In fact, the consequences, although more suddenly realized, 
were precisely the same in character as those which followed 
the abundance and diminished purchasing power of gold and 





1878. ] THE 3.65 INTERCONVERTIBLE BOND. 115 


silver after the first opening of the mines on this continent, 
in the sixteenth century, of which Mr. R. M. T. Hunter, in a 
report (1852) to the U. S. Senate, says : 

“ Production was stimulated by finding the advantages of 
a change in the standard, on its side. Capital too, was bene- 
fitted, for new demands were created for it by the new uses 
which a general movement in industrial pursuits had devel- 
oped; so that if it lost a little by a change in the standard, 
it gained much more in the greater demand for its use, 
which added to its capacity for reproduction, and to its real 
value.” 

The experience of mankind has been uniform, not only that 
an increasing amount of money tends to increase the rates of 
interest, but that a decreasing amount of money tends to 
decrease the rates of interest. It is this last condition of things 
which we are witnessing in this country to-day, and have 
always witnessed when the currency has undergone contrac- 
tion. The English witnessed it at the memorable period of 
their resumption of coin payments, in 1821, when the same 
diminution of the volume of money which depressed prices, 
also depressed rates of interest in an equal degree. Alison 
(England in 1815 and 1845) says of it: 

“There can be no doubt that the reduction of interest 
injured the holders of the available capital of the country 
nearly as much, in many cases, as the producing classes were 
injured by the fall in the money prices of their commodities. 
Probably it reduced the income of creditors forty per cent.” 

There is no connection between the volume of money and 
the rate of interest, if the volume of money be assumed to 
be steady. It is only prices which depend on the volume of 
money. Interest depends, in the long run, upon the rate of 
profit at which capital can be employed. The confusion of 
ideas on this subject, arises from not distinguishing between 
the cheapness of money in hiring, and the cheapness of it in 
procuring it in exchange for property. Money may be very 
cheap to hire, and very dear in exchange for other things, 
and wice versa. In California, in the first period of the gold 
discoveries, when lumber commanded $1,000 per M., and 
flour $1oo per barrel, and when, at the same time, money was 
loanable at ten per cent. per month, money was high in the 
lending markets and low in the merchandise markets. To- 
day, in this country and in Europe, it is super-abundant and 
low in the lending markets, and deficient and high in the 
merchandise markets ; or, in other words, it is cheap,to hire, 
but dear to buy. 

Interest rises, when the volume of money is expanding, 
because it is then that production is stimulated by advancing 
markets for merchandise. By the reversed operation of the 
same principle, interest falls when the volume of money is 
shrinking, because it is then that production is curtailed by 
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the lowering prices of merchandise. The operation of the 
proposed interconvertible bond must, therefore, be, to aggra- 
vate, intensify, and prolong the disorders of the currency. 
In times like the present, when industry is paralyzed by the 
effect of a shrunken and shrinking volume of money, currency 
would be invested in a low-interest interconvertible bond, as 
the best available use to be made of it, and such investments 
would still further contract the currency. In the opposite 
condition of things, when prices and interest were both rising 
by reason of an enlarging volume of money, that volume 
would be still further enlarged by the re-conversion into cur- 
rency of the bonds which had been taken and held when the 
current rate of interest was low. If human ingenuity had 
been charged with the duty of devising a scheme which 
should always, under all circumstances, infallibly and auto- 
matically, work mischief in its effects upon the currency, and 
never, by any possibility, work beneficially, the interconverti- 
ble 3.65 bond would, of all known schemes, be the one most 
likely to be hit upon. It is based upon the theory, which is 
condemned by sound reason, and by uniform experience, that 
a falling rate of interest indicates a super-abundant volume 
of money, whereas it indicates a decreasing volume of money. 
Falling rates of interest and falling prices are inseparable 
companions, and a diminishing volume of money causes both. 
Still further to diminish the volume of money in such cases, 
by the cancellation and destruction of so much of it as can 
be attracted into interconvertible bonds, aggravates the dis- 
turbing cause, instead of being a remedy for it 

In some quarters this inconvertible bond is recommended, 
not upon the ground that it will regulate and steady the 
volume of a paper currency, but that it will enable the Gov- 
ernment to borrow money more cheaply than upon a _ bond 
not interconvertible. That is doubtless a desirable object, 
inasmuch as the Government is likely to be a debtor and a 
borrower for a long period to come. Nor does it seem to be 
an exaggerated claim, that the quality of interconvertibility 
is so valuable, that a bond possessing it can be negotiated at 
an annual interest rate one and a half per cent. lower than a 
bond not possessing it. Indeed, it is quite conceivable that, 
with an issue of interconvertible bonds kept within certain 
narrow limits as to aggregate amount, the saving of interest 
might be even greater than one and a half per cent. per 
annum, 

During the session of Congress just closed, an advocate of 
convertible bonds, in connection with postal savings banks, 
said that “a// business men, all business institutions, exposed to 
unknown and uncertain demands, are compelled to keep a certain 
amount of idle cash,” which they would find it “safe and profitable” 
to invest in 3.65 interconvertible bonds. That is undoubtedly 
true, and in frequent conditions of the money market, even a 
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two per cent. bond might be found a “frofitable’”’ employ- 
ment for funds otherwise idle. But if the Government shall 
continue to furnish one-half of the paper currency of the 
country in the form of its own non-interest-bearing notes 
(greenbacks ), and especially if, as is highly probable, it shall 
decide to furnish the whole of the paper currency in that 
form, the change of it into bonds bearing any rate of 
interest, however low, would involve a loss to the Govern- 
ment of so much. Borrowing on the interconvertible bond 
might be cheap, but nothing is so cheap, in the way of bor- 
rowing money, as borrowing without any interest at all. 

[If interconvertible bonds of as low a denomination of one 
dollar were issued, the greenbacks would entirely disappear, 
except possibly a few which might remain in the National 
banks as a part of their reserve of lawful money. A bond, 
convertible at will into greenbacks, would be as readily 
accepted in payments and purchases asa National bank note, 
which is not a legal tender, and derives its value from the 
same convertibility into greenbacks, which the proposed 
bond would possess. The entire paper currency would thus 
become interest bearing, which would be “ safe and profitable” 
to the holders of it, but devolve a heavy burden upon the 
Treasury, and the holders of the currency could not’ escape 
their proportional share of this burden. 

The Government does its whole duty, in respect to its 
paper issues, when it makes them “ safe.”’ When it makes the 
holding of them “ profitable,” it not only does more than its 
duty, but does a most mischievous thing. The true idea of 
money is, that it is useless when locked up, and can only be 
made available when it is parted with. To give to the hold- 
ers of it am extra and gratuitous inducement to hoard it, is 
precisely the reverse of a sound policy. The holders have 
the right to keep it idle, but they should not be bribed to 
keep it idle. So long as they will neither loan it to others, 
nor employ it themselves in productive industries, they should 
not be paid an income on it out of the public Treasury. 

Of the resources of visionary quackery, as applied to cur- 
rency, there seems to be no possible exhaustion. The scheme 
of making paper notes convertible into coin, without keeping 
an amount of coin on hand equal to the notes, has been con- 
demned by all experience since the days of John Law, and 
still it flourishes. It has always been a ruinous failure in 
England, and we know that it was so in this country. Con- 
stant convertibility into bonds is possible, because there is no 
end to the power of fabricating bonds, but the mischiefs of 
that actual convertibility, although of a different kind, are 
quite as great as the mischiefs of a pretended, delusive and 
impossible convertibility into coin. 

Gro. M. Weston. 
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ON COMMERCIAL CRISES. 


THE GILBART LECTURES ON BANKING, LECTURE HU, 


DELIVERED AT KING'S COLLEGHK, LONDON (SESSION 1378), 
BY PROF. LEONE LEVI, 
( Concluled from Fuly No., page 45.) 


Ten years passed away in comparative quictness and _pros- 
perity, during which the Bank Charter legislation was 
adopted, which was to render the recurrence of crises all 
but impossible, when the crisis of 1846-47 appeared. And 
what was the primary cause of that crisis? Mr. Cotton, the 
then Governor of the bank, said: “ My impression is that 
there never was a time when so many parties engaged in 
operations so much beyond what they ought to have -done 
with reference to their capital, as in the year 1847, and when 
there was so great a transfer of capital from floating to fixed, 
and from business to railways by mercantile men.” “ What 
really produced a derangement of trade, and stoppage of 
transactions in 1847, was the loss of capital and the diversion 
of capital to other than trading purposes.” So said Lord 
Overstone, then Mr. Jones Lloyd. Judging from the bank 
rate of interest current for some time after the passing of the 
Bank Charter Act, there must have been great abundance of 
capital in the country in 1844 and 1845. From the 7th Sep- 
tember, 1844, to the 11th October, 1845, that rate was two 
and a half per cent. From that date to the 1st November, 
it was three per cent. Then it rose to three and a half, till 
the 29th August, 1846, when it fell again to three, and it was 
not till the 2d January 1847, that it rose to four per cent. 
And the deposits increased from £ 3,900,000 in 1841, to 
£ 9,500,000 in 1845. Unfortunately, however, the year 1845 
was a year of great railway, cotton, and iron speculation, fol- 
lowed in 1846 by a bad harvest, and the destruction of the 
greater part of the potato crop, which required an importa- 
tion of grain to the extent of £ 30,000,000. The heavy 
import of grain in 1846, and the prospect of a good harvest, 
changed the aspect of Mark Lane, and produced a sudden 
reaction in prices, which led to many failures, prominent 
among them being that of an eminent discount house having 
a large country connection. Other failures followed; credit 
btcame affected ; large banks stopped payment; money was 
hoarded to a considerable extent. Never was there such a 
distrust and prostration in the commercial world as at that 
period. The Bank of England, seeing its bullion and reserve 
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diminishing, with extraordinary anxiety, raised the rate 
of interest to five and five and a half. And when, in 
the week ended 23d October, the deposits were reduced to 
4, 13,347,000, and the note reserve had fallen to £ 1,547,000, 
the directors. deluged with demands for accommodation, 
asked the Government to relieve them from the incubus of 
the Bank Charter Act. The Government trusting upon 
receiving the necessary Parliamentary indemnity, did not 
hesitate to suspend the operation of the Act. Only, as a 
measure of prudence, they suggested to the directors of the 
bank that, whilst enlarging the amount of their advances and 
discounts upon approved security, they should endeavor to 
restrain the operations within reasonable limits, by charging 
a higher rate of interest, which, under the circumstances, 
should not, they thought, be less than eight per cent. The 
Government letter had considerable influence in removing the 
apprehension and panic, and thenceforth confidence gradu- 
ally returned. No infringement of the Act actually took 
place. What was really wanted was the knowledge that 
accommodation could, and would, be had, if required, and 
the letter having proved sufficient’ to allay any further fear 
in that direction, trade resumed its wonted course. 


SYNOPSIS OF THE CRISIS, 1847. 


Total amount Rate of Amt 
of bills dis- interest of 

Date. Circulation Bullion Reserue counted. per cent.export. 
Keb. 27, 1841 .£16,411,000 .£ 4,400,000 — £5 .£51.5 
Aug. 31, 1841 . 17,530,000 . 4,800,000 —_ > = ys ae 
Feb, 28, 1842 . 17,013,009 . 6,300,000 —- 47-3 
Aug. 31, 1842 . 20,071,000 . 9,800,000 . . — at 
Feb, 28, 1843 . 20,284,000 . 11,100,000 — 52.2 
Aug. 31, 1543. 19,339,000 . 12,300,000 may 
Feb, 29, 1844 . 21,148,0c0 . 16,200,000 . ‘ 
Aug. 31, 1844 . 20,480,000 . 15,315,000 .£ 7,732,000 .£ 2,141,000 
Feb. 22, 1845 . 19,802,000 . 15,253,000 . 8,889,000 . 2,422,000 
Aug. 30, 1845 . 21,059,000 . 15,592,000 . 7,959,000 . 4,445,000 
Feb, 28, 1846 . 20,921,000 . 13,776,000 . 6,691,000 . 13,137,000 
Aug, 29, 1846 °. 20,426,000 . 16,366,000 . 9,450,000' . 6,067,000 
Feb. 27, 1847. . 19,330,000 . 12,045,000 . 6,017,000 . 8,879,000 
Aug. 28, 1847 . 18,236,000 . 9,146,000 . 4,330,000 . 9,163,000 
Oct. 2, 1847 . 18,712,000 . 8,565,000 . 3,409,000 . 10,399,000 
Oct. 9, 1847 . 18,640,000 , 8,409,000 . 3,322,000 . 10,978,000 
Oct. 16, 1847 . 19,360,000 . 8,431,000 . 2,630,000 . 11,907,000 
Oct. 23, 1847 . 20,318,000 . 8,313,000 . 1,547,000 . 12,492,000 
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The panic of 1847 gave place to a period of calm and 
steady revival. The bank rate of interest, which, in October, 
1847, was raised to eight per cent., gradually fell to six, four, 
and three per cent., and at the end of 1849, it was as low as 
two and a half per cent. Everything was bright in those 
days. The reserve at the bank was large. The _ bullion 
abundant. The deposits rapidly increasing. In 1852 the dis- 
covery of gold in California and Australia, caused an 
immense sensation. The precious metals were never so 
abundant, and the most extraordinary theories were formed 
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of the possible effect of such discoveries on the monetary 
standards, on prices, values, annuities, and on everything 
valued in gold. The fever was, indeed, at its height, when 
Mr. Gladstone was encouraged to propose the conversion of 
a considerable amount of three-per-cent. stock into a two 
and a half per cent. And we may well imagine that such 
an overflow of the precious metals would give considerable 
stimulus to commerce and enterprise. That was evidently the 
time for action. Undertakings, which had been for years 
dormant, now awakened to a new life. Extensive lines of 
railways were projected, and actively commenced. Trade was 
prospering, and all continued to be in a most promising con- 
dition when the apparently unbounded prosperity was sud- 
denly checked by the war with Russia in 1854, which 
entailed an enormous expenditure, and by a large export of 
silver to India, the result partly of railway expenditure in 
that country, and partly also of the adverse balance of trade 
between England and China. At this juncture a_ terrific 
storm appreached from the other hemisphere, announcing the 
wreck of many public companies, and the suspension of many 
banks, and of some of the largest mercantile houses. And 
when to these occurrences there were added the mutiny in 
India, which required a still greater export of treasure, and 
introduced a new element of disquiet and anxiety, we may 
well imagine that the condition of commerce and finance 
became critical in the extreme. Once more the rate of 
interest rose very high. During the years 1855 and 1856, the 
rate reached six and seven per cent. But matters were fast 
approaching towards a crisis. In the week ending rth 
November, 1857, the Bank of England accounts became 
alarming, the reserve of notes having been reduced to 
4 1,461,000, the bullion being reduced to £ 7,171,000, and the 
amount of bills discounted having increased in a very short 
time from £ 8,000,000 to £ 13,000,000. Under such circum- 
stances, the directors felt themselves under the necessity of 
once more asking the State to extricate them from the diffi- 
culty, and forthwith a Government letter was issued on the 
12th November, authorizing the directors to exceed the 
limits of their circulation, if needful, beyond the prescribed 
amount. The suspension of the Bank Charter Act, in 1847 
and 1857, differed in this, that, whereas, in 1847, it was not 
found necessary for the directors to avail themselves of the 
permission, the necessity in this instance actually arose, and 
an issue to the extent of £ 2,000,000 beyond the legal issue, 
was made to the Banking Department. (See Zable next page.) 

The crisis over, once more to the storm succeeded a calm, 
and not a year elapsed when the great majority of traders, 
having forgotton the sufferings of 1857, were once more 
basking under the sunshine of a two and a half per cent. 
interest. The deposits at the chief Joint-Stock Banks which 
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SYNOPSIS OF THE CRISIS, 1857. , 
Rate Deposits 

Reserve of Bills dis- of inchief Ex- 

Date. Circulation. Bullion. notesandcoin. counted. interest. banks. ports. 
£ 4 4 oS & 
Feb. 23, 1850 « 18,902,000 . 17,120,000 . 12,233,000 . 2,388,000 . 2. 11,900. 

Aug. 31, 1850 . 19,962,000 . 16,770,000 . 11,086,000 . 2,603,000 . -_ = 
Feb, 22, 1851 . 18,713,000 . 14,436,000 . 9,722,000 . 4,115,000 . 
Aug. 30, 1851 . 19,716,000 . 14,302,000 . 8,645,0cc . 5,393,000 . 
Feb. 28, 1852 . 20,523,000 . 19,239,000 . 12,714,000 . 3,245,000 . 
Aug. 28, 1852 . 27,620,000 . 21,914,000 . 13,292,000 . 2,716,000 . 
Feb. 26, 1853 . 21,990,000 . 18,191,000 . 10,200,c00 . 5,845.0CO . 
Aug. 27, 1853 . 22,776,000 . 16,963,000 . 8,186,000 . 5,457,000 . 
Feb. 25, 1854 . 21,690,000 . 16,286,000 . 8,386,000 . 5,049,0CO . 
Aug. 26, 1854 . 20,018,000 . 13,635,000 . 7,587,000 . 6,319,000 . 
Feb. 24, 1855 . 19,062,000 . 13,045,000 . 7,982,000 . 6,066,000 . 
Aug. 25, 1855 . 20,042,000 . 15,546,000... 9,503,000 . 5,751,000 . 
Feb. 23, 1856 . 18,541,000 . 10,575,000 . 6,509,000 . 8,883,000 . 
Aug. 30, 1856 . 20,124,000 . 12,387,000 . 6,736,000 . 4,446,000 . 
Feb, 28, 1857 . 18,597,000 . 10,344,000 . 6,222,000 . 8,859,000 . 
Aug. 29, 1857 . 19,324,000 . 11,501,000 . 6,650,000 . 7,893,000 . 
Oct. 24, 1857 . 19,766,000 . 9,370,000 . 4,077,000 . 9,636,000 . — 
Oct. 31, 1857 . 20,372,000 . 8,732,000 . 2,804,000 . I1,105,000 . _ 
Nov. 4, 1857 . 20,267,000 . 8,498,c00 . 2,705,000 . 11,439,000 . , _ 
Nov, 11, 1857 . 20,183,000 . 7,171,000 . 1,461,000 . 13,233,000 .10 . _ 
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Nov. 18, 1857 . 21,406,000 . 6,484,000 . 1,552,000 . 16,003,000 . 10 

Nov. 25, 1857 . 21,340,000 . 7,264,000 . 2,397,000 . 17,376,000 . IO 

Dec. 2, 1857 . 21,102,000 . 7,350,000 . 2.728,000 . 17,788,000 . 10 

in 1859 amounted to £ 39,000,000, rose in 1864 to 4 91,000,000, 
and it was not long, indeed, before trade revived, and com- 
merce increased in an unprecedented ratio. The introduction 
of limited liability in Joint-Stock Companies in 1856, and 
still more extensively by subsequent acts, greatly encouraged 
speculation. In a comparatively short time a large number 
of companies were formed : seventeen banking companies with 
a nominal capital of £ 25,000,000 ; twenty-eight financial and 
discount companies, with a capital of £ 49,000,000; nine 
insurance companies, with a capital of £ 7,000,000; twenty- 
four’ shipping companies, with a capital of £ 20,000,000 ; 
eighteen hotel companies, and many more for miscellaneous 
purposes, involving a subscribed capital of some £ 140,000,000, 
The new banks, connected with Italy, Egypt, Austria, Sweden, 
Brazil, Portugal, Turkey, China, Mexico, Venezuela, India, 
and other parts, pledged their credit for the promotion of 
large undertakings all over the world. And finance com- 
panies entered into the new business of financing, the work- 
ing of which was singular. Contractors for all kinds of pub- 
lic works, requiring millions of capital, had only to go to 
such finance companies, and on payment of a heavy bonus, 
they were fnrnished with money in the shape of bills drawn 
by themselves and accepted by the companies; bills, however, 
understood not to be paid on maturity, but to be renewed 
from time to time, for years to come, till the works were 
completed. Some such finance companies realized, doubtless, 
large profits by the business, and could declare large divi- 
dends, but in time, a mass of bills, bonds, and other docu- 
ments, was put into circulation which could not fail to pro- 
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duce disasters.. At last the day of reckoning came, the mem- 
orable second Friday in May, 1866, when the failure of the 
long-known and highly-credited house of Overend, Gurney & 
Co.—only recently converted into a limited-liability company— 
came to grief. Then many other bankruptcies followed, and 
credit was, for a time, utterly demolished. The Zimes, of May 
12, chronicled the state of matters in the following manner: 
“The doors of the most respectable banking houses were 
besieged, more, perhaps, by a mob actuated by the strange 
sympathy which makes and keeps a mob together than by 
creditors of the bank; and throngs, heaving and tumbling 
about Lombard Street, made that narrow thoroughfare 
impassable. The excitement on all sides was such as has 
not been witnessed since the great crisis of 1825, if, indeed, 
the memory of the few survivors who shared that panic, can 
be trusted, when they compared it with the madness of yes- 
terday. Nothing had happened since the day before to jus- 
tify such a fear as was everywhere shown. Rumor, however, 
like the false woman in the Laureate’s legend, ‘ran riot 
among the noblest names,’ and left no reputation unassailed. 
Each man exaggerated the suspicion of his neighbor; and 
until a report, at that time unfounded, was circulated in the 
afternoon, that the Government had authorized the _ bank 
directors to issue to the extent of five millions beyond the 
limit imposed by the Bank Charter Act, it seemed as if the 
fear and distrust of the commercial world had suddenly 
become boundless.’ The position of the Bank of England, 
under such circumstances, was difficult and critical in the 
extreme. In the week ended 16th May, 1866, its reserves 
being reduced to £731,000, and its. discounts having risen 
beyond all precedents, the directors were once again con- 
strained to resort to Government for power to depart from 
the stringent regulations of the Bank Charter Act, and once 
again that power was granted. 
SYNOPSIS OF THE CRISIS, 1866. 
Deposits 


Bills dis- Interest.in chief 
Circulation. Bullion. Reserve. counted. percent, banks. 


£ 4 4 4 & 

1862 . — . ——s«. ° ‘ _ 
1863—Feb. 25 . 19,117,000 . 14,614,000 . 9,253,000 . 7,066,000 . 

Aug. + 20,993,000 . 15,309,000 . 8,141,000 . 6,716,000 . 

1864—Feb. . 19,675,000 . 13,819,000 . 8,028,000 . 7,807,000 . 

Aug. 31 . 20,738,000 . 12,980,000 . 6,142,000 . 9,141,000 . 

1865—Feb. . 19,659,000 . 14,600,000 . 8,254,000 . 7,950,000 . 

Aug. . 21,598,000 . 14,490,000 . 6,618,000 . 9,818,000 . 

1866—Feb. . 20,768,000 . 13,967,009 . 7,345,000 . 7,253,000 . 

May « 22,873,000 . 13,509,000 . 4,839,000 . 8,834,000 . 

May 9 .« 22,345,000 . 13,156,000 . 4,950,000 . 9,249,000 . 

May . 26,121,000 . 12,324,000 . 731,000 . 13,831,000 . 

May 23 . 25,469,000 . 11,858,000 . 831,000 . 14,501,000 . 10 

May 30 . 26,019,000 . 11,879,000 . 415,000 . 16,512,000 . 10 

June 6 . 25,453,000 . 13,279,000 . 2,167,000 . 16,003,000 . 10 


Nor did the crisis end on this occasion with the relaxation 
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of the Act. The wound was deeper and more inveterate. 
In 1847, the minimum rate of eight per cent. continued for 
twenty-eight days only. In 1857, the minimum rate of ten 
per cent. lasted forty-five days. In 1866, the minimum rate 
of ten per cent. lasted eighty-cight days. The disproportion 
also between the assets and liabilities of the banking depart- 
ment of the Bank of England was greater in 1866 than ever 
it was. Taking the public and private deposits, and the 
seven days’ bills as liabilities, and the notes in the banking 
department and coin reserves as the assets, we find that in 
the week ended 16th October, 1847, with a liability of 
£ 15,074,000, the assets were £4 3,071,010, or twenty per cent. 
In the week ended 12th November, 1857, with liabilities 
amounting to £ 19,103,000, the assets amounted to £& 1,462,000, 
or seven and a half per cent. And in the week ended 16th 
May, 1866, with liabilities amounting to £ 25,090,000, the 
assets were £ 6,200,000, or only four and three quarters per 
cent.” So intense and extended was the alarm in 1866, that 
Lord Clarendon, then Minister of Foreign Affairs, felt it 
proper to send a circular to British Ministers abroad, explain- 
ing that the trade of the country was based on sound prin- 
ciples, that the panic was but temporary, and that there was 
nothing peculiar in the condition of British banking and 
finance to occasion or justify any reasonable anxiety either in 
the country or abroad. 

Since the crisis of 1866, the increase of capital has been 
great, and up to 1873, commerce and production made enor- 
mous progress. A turn has since taken place, and for some 
time past we have been suffering from a heavy depression of 
trade, all the more remarkable after so great excitement. 
Yet the transition from extreme buoyancy to extreme depres- 
sion has not, happily, been attended with any crisis, and 
there is every appearance that we may ere long experience a 
steady improvement without any further derangement. It has 
not been so, however, in other countries, for New York had 
its Black Friday in September, 1869, occasioned by the 
failure of a powerful combination, the Gold Ring, and also 
by an excess of railway speculation. Germany and Austria 
have, as we have seen, experienced a severe’ crisis in 1873, 
and other countries have suffered in an equal manner. 

Strong opinions have been held and expressed by persons 
of high eminence, that commercial crises, if not originating, 
are greatly fed and animated by the abuse of credit, 
especially in the shape of an over issue of notes; and on this 
ground, to a large extent, Sir Robert Peel’s Bank Charter 
Act was defended. Now, if the main events connected with 
the crises of 1826, 1837, 1847, 1857, and 1866, be studied, 
especially in chronological order, it will be seen that the pre- 
disposing cause of every one of them has been a rash spirit 
of adventure, created under the influence of successful oper- 
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ations and large accumulations of capital. Here and there 
abuse of credit, and want of prudential restraints, may have 
had their evil influence. But only in a few cases any tempo- 
rary excess of issue of notes can be traced, and then subse- 
quent and not antecedent to the occurrence of the crisis. 
Admitting, however, that abuse of credit plays a considerable 
part in such crises, can any remedy be effectual which is 
directed solely upon the issue of notes? The sudden increase 
or withdrawal of deposits is of far greater magnitude now 
than any expansion or contraction of the currency. 

Since the Bank Charter Act was passed, the mode of busi- 
ness has been in a great measure altered. But the main 
cause for the occurrence of commercial crises—the sudden 
realization of an insufficiency of capital to meet present 
demands—remains as operative as ever. And any legislation 
which hinders the easy removal of the panic must prove 
oppressive and eventually inoperative. Great was the expec- 
tation entertained of the working of the Bank Charter Act. 
Lord Overstone apologized for its introduction, and defended 
its principles in a most fervent manner. ‘“ Under the system 
which existed before that Act, the bank had the power of 
making unlimited issues, and that power only ceased when 
their gold was absolutely exhausted. This being the case, a 
drain of gold in its earliest stages attracted little or no atten- 
tion on the part either of the public or of the bankers. All 
went on notwithstanding; there was no consciousness of 
decrease in the power of commanding bank notes. Credit, 
confidence, speculation, remained unaffected, until the gold 
was reduced to a very low amount. Then arose a sudden 
alarm for the safety of our specie payments; every strange 
resource was invoked in the last extremity to obviate the 
evil; a parcel of old discarded one-pound notes was drawn 
from a refuse cellar in 1825; the assistance of the Bank of 
France was ignominiously sought in 1857; and thus the last 
extremity, the actual failure to pay gold, was narrowly 
avoided. To prevent the recurrence of this state of things, 
the bill of 1844 was passed. The uninterrupted continuance 
of confidence and credit during the continuous drain of gold 
—the expansion of banking accommodation in the face of 
decreasing treasure—the only safe measure of that accommo- 
dation—the exhaustion of the bullion reserve, unaccompanied 
by any protective measure—the imminent danger of final 
insolvency by the bank—the discreditable expedients neces- 
sary to obviate the danger—the sudden severe and universal 
alarm and pressure must not be permitted again to return. 
Such was the wise and manly decision of the public, and for 
this purpose the provisions of the bill of 1844 were resorted 
to.” Have these anticipations been fulfilled? Let the events 
of 1847, 1857, and 1866, answer. In the opinion of the Com- 
mittee of the House of Lords, the Bank Charter Act did not 





1878. | ON COMMERCIAL CRISES. 125 


prevent the recurrence of cycles of commercial excitement 
and depression—did not put a check on improvident specula- 
tion, did not prove a security against violent fluctuations in 
the value of money, did not lessen the degree and extent of 
commercial failures. On the contrary, whilst inoperative in 
times of prosperity, it has undoubtedly aggravated the evil of 
panic and alarm in times of difficulty; it has utterly failed 
to prevent, by early and gradual means, severe and sudden 
contraction of the currency and the panic and confusion 
inseparable from it. If it did not prove more mischievous, it 
is because the present system of payments by cheques, the 
working of the Clearing House, and the immense expansion 
of the amount of deposits in all the banks, have completely 
thrown into the shade the circulation of bank notes, and all 
the measures regulating their issues; and it is because com- 
merce and banking have altogether outlived the dependence 
of the nation on the issue of notes. 

It is idle to expect that by any law whatever, we can pre- 
vent the alternation of buoyancy and depression in trade, the 
effects of sudden derangements in the natural laws of supply 
and demand, or of war, or revolutions, or mutinies, or the 
many changes in the usual methods of investment. What is 
required, is a sober judgment among mercantile men as to 
the limits of their own power in matters connected with the 
investment of capital. Let them see that they do not become 
the victims of that abberration of mind which from time to 
time brought the commerce of the country into a vortex of 
disasters, and all is safe. As to bankers, they ought to feel 
the responsibility of their acts both in animating foolish trust 
and contributing to universal alarm. Let them pursue a 
uniform course, in trusting only those who are worthy of 
trust. Let them carefully discriminate the character, the real 
worth, of the parties whom they assist, and have an eye, too, 
to the nature of the operations which they are called indi- 
rectly, it may be, to foster, and they will save themselves a 
world of criticism as well as much public censure. Gentle- 
men, a crisis is a serious misfortune. It is the Asiatic cholera 
of the commercial world, and it is epidemic, contagious. We 
have found that zymotic diseases are, after all, preventible ; 
that by pure air, pure water, and cleanliness, we can say to 
this scourge, Depart. Equally so in matters of commercial 
crises. Let there be proper adherence to sound maxims of 
economic laws. Let there be due exercise of caution in 
maintaining a proper balance between the available capital 
and the amount of commercial investments. And let us not 
hesitate to abolish any laws which fetter the natural course 
of trade, and involve the operations of bankers and mer- 
chants, and we may be able to say to such crises, Depart ; or, 
in any case, their action will not touch you. Well protected 
by prudence and caution, you will be able to continue in your 
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own course of business with calm and imperturbable front, 
and even if a cloud should for a time obscure your horizon, 
it ‘will only make the sunshine around you more grateful and 
enduring. 


THE RAILROADS OF THE UNITED STATES IN 1877. 


The Manual of the Railroads of the United States for 1878 is 
the eleventh annual number which the Messrs. Poor have 
presented to the public. It contains some new features which 
add to its usefulness. For the first time the railroads of 
each State are grouped together. Preceding these statements 
are tables, giving the names of the roads, the mileage in 
each State, and the total mileage of each road. The fullness 
and value of the reports made by the several companies 
increase year by year. From the introduction to this stand- 
ard work, we derive the following summary: 

The depression of the three previous years still continues. 
Not only has there been a considerable decline in the con- 
struction of railroads, but the earnings also show a larger 
relative decrease than at any period since the first publication 
of the Manual. The number of miles of railroad opened 
during the year 1877 was 2,177, against 2,657 for’ 1876, 1,758 
miles for 1875, and 2,305 miles for 1874. The largest num- 
ber of miles built has been in New York and Pennsylvania, 
and in narrow-gauge lines in Ohio, Iowa and Texas. No 
new lines of any considerable magnitude have been under- 
taken. The tables which follow will show in what sections 
there has been any considerable increase. 

The gross earnings of all the roads whose operations have 
been reported, have equaled $ 472,909,272 against $ 497,257,959 
for 1876 and $503,065,505 for 1875. The general result of 
the operations of our railroads for the last seven years is 
shown in the following statement : 


MILES OF RAILROAD, CAPITAL ACCOUNT, EARNINGS, ETC., FOR 
SEVEN YEARS. 


 — — Earnings. — 
Miles Capital and From pas- Dividends 
Year. operated. Funded debt, Gross. Net. From freight. sengers. paid. 
$ $ $ $ $ % 
1877 - 74,112 . 4,568,597,2483 . 472,909,272 - 170,976,697 . 342,859,222 . 130,050,050 . 58,556,312 
1876 . 73,508 . 4,4608,591,935 - 497:257,959.- 186,452,752 . 361,137,376 . 136,120,583 . 68,039,668 
1875 - 735759 - 41415,93!,630 ~ 503,005,505 . 185,506,438 . 363,900,234 - 139,105,271 . 74,294,208 
1874 . 69,273 . 4)221,793,594 . 520,466,016 . 189,570,958 . 379,466,935 - 140,999,081 . 67,042,942 
1873 . 66,237 - 35784,543,034 - 526,419,935 + 183,810,562 . 389,035,503 - 137,384.427 . 67,120.709 
1872 . 575323 + 3,159,423,057 + 465,241,055 - 165,754,373 + 349,9315785 . 132,309,270 , 64,418,157 
1871 . 44,614 . 2,664,627,045 . 403,329,208 . 141,746,404 . 294,430,322 . 108,898,886 . 56,456,681 


It will be seen by the above that the gross earnings have 
fallen off $24,348,687, and the net earnings $15,476,055, as 
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compared with 1876. The ratio of net to gross earnings was 
36.16 per cent., as against 37.5 per cent. for 1876, equal to 
an increase of 1.36 per cent. in the operating expenses, as 
compared with the preceding year. The decrease in earnings 
from freight has amounted to $18,278,154; and in passenger 
traffic, $6,070,533; the per centages of decrease being respec- 
tively 9.5 and 9.7 per cent. The dividends have fallen off 
$9,483,356; and are less than for any year since 1871. The 
total amount of capital stock on which dividends were 
actually paid was $ 835,038,896, giving an average rate of 7 
per cent. No dividends were paid on any of the railroads in 
the States of Arkansas, Colorado, Florida, Kansas, Louisiana, 
Mississippi, Missouri, Nebraska, Oregon, Texas, and Vermont 
—nor, excepting on leased lines, in Iowa and Minnesota. 

The summary of earnings, expenses, etc., given in the 
tables which follow, shows to what extent the decrease of 
business has extended over all parts of the country. The 
reduction in the rates of transportation, noted in 1876, has 
continued through 1877. It will be seen that the principal 
decrease in earnings has been in the Middle States, due 
partly to the depressed condition of the coal trade, and 
partly to the falling off in passenger earnings as compared 
with 1876, the Centennial year. In comparing the earnings 
and expenses of the roads in the Western and Southern 
States, allowance should be made for a change in thé 
reports for Arkansas and Texas. Prior to 1877, these States 
were grouped with the Southern States, but for that year are 
included with the Western States in the statistics presented. 

The elaborate tables heretofore printed in the A/anua/ are 
omitted this year; but the final results are given in full 
detail. There is added a table reducing these results to the 
unit of 100. From this it appears that for each too miles of 
railroad in the United States there are 22.8 miles of second 
track, sidings, etc.; 20.1 locomotives; 15.2 passenger cars; 
4.7 baggage, mail and express cars; and 495.3 freight cars 
of all kinds. 

The capital stock aggregates $2,921,507 for each 100 miles ; 
the funded debt, $2,848,308; the floating debt, $300,078; 
and the total cost of construction and equipment, $ 6,069,893 ; 
—equal to about $60,699 per mile of completed road. 

The gross earnings per mile were, $6,380.94; operating 
expenses, (63.85 per cent.), $4,074; net earnings, $ 2,306.90. 
Interest paid on bonds per mile of road, $1,248.04; divi- 
dends paid on stock, do., $739.52. The ratio of interest paid 
to total funded debt was 4.39 per cent.; of dividends to 
aggregate capital stock, 2.53 per cent. In 1871, with only 
two-thirds as many miles of railroad in operation, and a 
little more than one-half the capital stock, the dividends 
aggregated $56,456,681; equaling 4.19 per cent. of the 
capital then invested. 
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TABLE SHOWING ‘THE MILEAGE, GROSS AND NET EARNINGs, 
FREIGHT AND PASSENGER EARNINGS, AND DIVIDENDS 0} 
THE RAILROADS OF THE UNITED STATES FOR FIVE YEARS, 
1873-1877, ARRANGED BY GEOGRAPHICAL DIVISIONS: 


1877. 1876. 1875. 1874. 1873. 
NEW ENGLAND. 
Miles of railroad 10 . £983 -« Sel; | (GIF lk (CSS 
$ $ $ $ $ 


Earnings from passengers. 20,065,709. 20,516,215. 21,776,893. 22,111,787. 22,358,645 
‘* freight, etc. 25,524,750. 25,244,778. 26,552,029. 27,952,987. 29,310,043 
2 ** all sources. 44,590,465. 45,760,993. 48,328,922. 50,064,774. 51,676,088 
Net earnings 137351749. 15,379,072. 15,324,054. 16,713,183. 15,061,777 
Pere 6,677,726. 7,607,973. 8,788,040. 8,511,971. 9,004,488 


MIDDLE STATES, 
Miles of railroad * ‘ ad - 83,1973 . 12,874 . 12,441 
$ : " 


Earnings from passengers. 39,255,780. 47,483,865 . 40,772,967. 41,699,871 . 42,355,230 
oe ** freight, etc. 116,687,341 130,129,542 . 134,904,451 . 144,798,507 . 151,697,072 
¥ ** all sources, 155,943,121 177,613,407 «175,077,418 . 180,498,438 . 194,052, 302 
Net earnings 61,033,089 . 69,382,517. 65,609,418. 90,188,972. 69,280,585 
| errr 24,890,480. 33,690,111. 39,357,196. 37,600,154. 36,531,343 


SOUTHERN STATES. 
Miles of railroad (472. «083,098 «=; —C(O53,S22.:SiCia3,SOS C.:Cs«83,908 
$ $ $ $ 


Earnings from passengers. 9,953,090. 11,877,901. 13,864,915. 14,131,291. 15,310,989 
‘* freight, etc, 29,859,268. 38,865,747. 36,534,312. 38,127,950. 38,385,420 

” ** all sources. 39,812,358. 50,743,048. 50,399,227. 52,259,241. 53,690,409 
POOR CRATUNES 6 ois ccccicccs 12,664,346. 17,119,031. 16,741,060. 17,269,332. 18,133,349 
ere 2,740,793. 1,860,351. 1,496,906. 1,068,455. gel, 396 


WESTERN & S. W. STATES, 
Miles of railroad 39,130° . 36,753 . 36,058 . 35,639 . 32,973 
$ $ $ 5 $ 


Earnings from passengers. 44,437,039. 43,302,211. 54,993,084. 56,783,466. 51,620,779 
“ ‘* freight, etc. 148,767,477 .142,880,621 . 151,224,570 . 158,086,011 , 160,097,002 
ss ** all sources. 193,204,516 . 186,242,832 . 206,217,054 . 214,869,477 «211,717,781 
Net earnings............ 66,085,243 . 63,912,908 . 75,604,104. 75,540,695. 72,464,212 
Dividends 14,550,402. 17,394,532. 19,230,511. 16,605,832. 19,055,247 


PACIFIC STATES. 
Miles of railroad = 1,8 . 1,126 . 1,023 : 417 ‘ 399 
“Ss $ $ $ $ 
E arnings from passengers. 2,330,079. 1,727,911. 1,843,207. 1,223,248. 1,175,193 
‘* freight, etc. 5,466,845. 4,130,405. 3,737,239. 1,316,124. 1,237,603 
os ‘* all sources. 7,766,922. 5,864,316. 5,580,446. 2,539,372. 2,412,790 
Net earnings 2,655,137- 2,331,325. 2,687,069. 1,395,790. 1,263,097 
Dividends 240,099 . 187,701 . ‘ ° 


PACIFIC RAILROADS, 
Miles of railroad 2,28 ‘ 51 - 2,263 . 2252 . ae 
$ 5 $ 5 

Earnings from passengers, 9,163,627 . 10,216,424. 10,243,956. 9,002,276. 8,641,013 
“freight, etc. 23,006,455. 20,817,379. 18,770,892. 15,792,318. 15,568,931 
pe ‘* all sources, 32,170,082. 31,033,803. 29,014,848. 24,794,594. 24,209,944 
Net earnings 15,053,582. 17,033,517 - 10,614,855. 14,374,742 - 13,645, 195 
Dividends 7,281,640. 7,299,000. 7,632,250. 3,256,530. 1,628,265 


The statement following shows the miles of railroad in 
each group of States at the end of every year from 1866 to 


1877: 
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States. 1877. 1876. | 1875. 1874.| 1873. 1872. | 1871. | 1870. | 1869. | 1868. 1867. | 1866. 


N. England} 5,822] 5,691 51638) 5,509] 5,314) 5,053] 4.898! 41494] 45293, 4,919] 3,938] 3,868 
Middle .. | 15,166] 14,754] 14,455 | 14,050| 13,643| 12,954] 12,030| 10,961| 10,425] 9,765] 9,555| 9,144 
Southern . .| 13,840) 13,660] 13,316 | 13,266) 13,006! 12.505] 12,242) 11,192) 10,362] 10,068] 9,549| 9,332 
Western. . .| 41,224] 39,853] 38.258| 37,304| 36,183] 33,781 | 29,562! 24,587| 20,600] 17,488] 155777 | 14,130 
Pacific ....| 3,156] 39073] 2,707] 2,487| 2,165) 1,949] 1,790| 1,677] 1,164] %89| 431] 327 








Grand total 79208 | 77,031 745374) 72,616 7or341 | 66,242 60,522 | §2,914 46,844] 42,229 | 39,250) 36,801 


THE USE OF THE MICROSCOPE IN THE DETECTION 
OF FORGERY. 


A recent number of the London News contained the report 
of a suit at law in France, in which the verdict turned upon 
some curious evidence of a “graphologist,” or, as he would 
be mvure familiarly known, an expert in handwriting. It was 
by the testimony of this gentleman that the French tribunal 
was guided to a decision. The evidence showed that an 
elderly lady died last Autumn in the neighborhood of Mont- 
pellier, leaving behind her a fortune of about a million 
francs but no will. As she had no direct heirs, her fortune 
was claimed by ten distant cousins, who were preparing to 
divide it into ten equal parts, when a certain M. Loujon, 
who had been a friend of the defunct lady for many years, 
came forward with a will written, as he said, in her own 
hand, which bequeathed to him the whole of her money. 
The disappointed cousins declared that the will was a 
forgery, but several experts in handwriting who were sum- 
moned felt themselves unable to give any positive opinion on 
the matter. At this juncture the court, much embarrassed 
how to decide, resolved to call in a M. Michon, who professes 
to be able to trace character by the handwriting, and to deduce 
from the curves and flourishes of the writing what are the 
habits and inclinations of the writer. The tribunal, without 
telling M. Michon the details of the case, first handed him 
two or three letters written by the deceased lady shortly 
before her death, and his verdict was that this was “the 
writing of a parsimonious and litigious woman.” He was 
then handed the supposed will, which he at once declared 
to have been written by a “person of an easy-going and 
open-handed disposition.”” Being further interrogated as to 
whether the letters and the will which he had examined 
could have been written by the same person at different 
periods in her life, he answered promptly in the negative, 
and the statement of the “graphologist,” whose evidence is 
likely to be repeated before the Court of Assize when M., 
Loujon is put on his trial for forgery, was accepted by the 
tribunal as sufficient to justify them in rejecting the will. 

9 
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The republication of this account called forth a letter to 
the New York 7Zimes, from a writer who points out the dis- 
tinction existing between “graphology” and mere expertness 
in handwriting, and describes it as being simply a difference 
between that which cannot be demonstrated, although it may 
be true, and that which can be scientifically proved in so 
far as it pretends to be decisive. The relations of graphology 
and psychometry to exact science he defines to be the same 
as those borne by physiognomy and phrenology. That is to 
say, each contains a factor that cannot be scientifically 
demonstrated ; hence neither is competent evidence before a 
jury. The personal element—the factor of empirical observa- 
tion—is too large in each to admit of scientific proof. 
Depending upon the same kind of data for their certainty, 
the conclusions of a graphologist from a handwriting cannot 
be put in evidence as to its genuineness, because so long 
as the relation between the facts and the inference remains 
‘in doubt, there is ground for a reasonable doubt as to the 
guilt of the prisoner. It is not enough that the witness, 
whether expert or graphologist, shall be able to say that 
one signature is forged and another genuine in a test case 
placed before him; he must, in addition to that, be able to 
formulate and explain the grounds upon which his conclu- 
sion to such effect is based. If he cannot, his evidence is 
inconclusive, and any member of a jury is at liberty to disre- 
gard it. 

The conclusions of the ordinary expert, on the contrary, 
depend upon data that can be explained, in just so far as such 
conclusions are explicit and decisive. Partly from acquired 
habit, and partly from an original individuality of muscular 
organization, a man who writes his signature frequently falls 
into a certain series of rhythmical movements which are 
peculiar to himself. He may write smaller to-day, larger to- 
morrow ; his pen may be hard or soft, stiff or elastic ; but 
the muscular rhythm remains comparatively unaltered. He 
forms his letters in a given way, joins them according to a 
certain style. His general handwriting may differ materially 
in style from his signature, because he has had more prac- 
tice in the latter; but the accentuation remains the same, 
and there is the same rhythm running through both. It is 
the business of the expert imitator to reproduce the muscu- 
lar rhythm of a signature in his own hand and arm, and to 
the extent that he accomplishes this the testimony of the 
expert becomes vague and uncertain, and he falls back upon 
an empirical judgment in the same manner as an anatomist 
infers the whole structure of an animal from a single bone. 
Trained optical analysis enables him to detect a difference 
which he cannot explain. But, in the nature of things, not 
being susceptible of explanation to the satisfaction of a jury, 
such evidence, however conclusive to the expert himself, is 
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not sufficient basis for a verdict of guilty. The more critical 
the case, therefore, the less the reliance that can be placed 
upon the testimony of an ordinary expert, and the less infel- 
ligible the reasons he is competent to assign for his decision 
as to the issue of genuineness. 

A case was tried in this city only a few weeks ago, in 
which the forgery of a check was proven to the satisfaction 
of a jury, by means of the magnified image of both the 
genuine and the pretended signatures. The value to bankers 
of this means of detecting fraud must be very great. The 
gentleman, whose letter we have already quoted, appears to 
have investigated closely the microscopic relations of the 
autograph, and the analysis of handwriting. The experience 
of most bank-tellers, who are trained to acquire a prompt 
judgment of signatures, will agree with much that is adduced 
by this writer, whose name does not appear. Referring to 
the difficulties, which we have cited, of bringing satisfactorily 
into court the evidence of experts, he shows the power of 
the microscope in the following language: 

“It is just at this point, where the methods of the expert 
break down, that the more delicate methods of optical © 
analysis represented by the compound microscope, interpose 
to detect and demonstrate forgery. If you follow the tracing 
of a letter, however rapidly written, you find, when examined 
with a power of about ten diameters, and illuminated with a 
good bull’s-eye condensing lens, that, besides the larger 
rhythm upon which the expert bases his judgment, there is 
a minute secondary rhythm, which is imperceptible to the 
naked eye and cannot be accurately developed with a hand 
lens or a simple microscope, but which comes out forcibly in 
the optical image furnished by a compound instrument. 
This secondary rhythm is traceable to the action of the small 
muscles in maintaining and regulating the amount of pressure 
upon the pen. The man who supposes that the pen-pressure 
is uniform in writing, merely because it appears to be so 
when viewed with the naked eye, will be astonished to learn 
that its variations are between 200 and 300 to the inch, and 
that they are regular just in proportion as they are spontane- 
ous and involuntary—that is to say, when a man is writing 
in his natural manner the variations in pressure upon the 
pen are perfectly rhythmical; while, on the contrary, when 
he is consciously imitating the writing of another they are 
irregular and wanting in rhythmical symmetry, and they 
remain so just so long as the conscious voluntary movement 
incident to the act of copying is exercised. 

“There is yet another aspect of this secondary rhythm which 
is worth attending to, and that is the action of the small 
muscles in guiding the pen. If you follow the margin of a 
well illuminated letter in a genuine signature with a com- 
pound microscope, you will observe that it is wavy—the 
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result of a rapidly successive series of muscular impulses— 
and that these impulses are arranged in rythmically symmet- 
rical order. No matter how cleverly a signature may be 
imitated, so long as. the imitator exercises a vestige of the 
conscious, voluntary control of the hand essential to the act 
of imitation in tracing the letters, just so long the margin of 
the stroke remains irregular in the length and distribution of 
these impulses, and the forgery can be demonstrated optically 
to the satisfaction of a jury. 

“The scientific basis upon which this demonstration rests 
is very simple. The contraction of a muscle is not a uni- 
formly continuous process, although it appears to be so to 
the unassisted perception. On the contrary, it is a process 
compounded of a rapidly-successive series of separate im- 
pulses, the tracings of which have a curious resemblance to 
pulse-tracings. When, in consequence of age or other 
infirmity, these impulses are separated by intervals perceptible 
to the eye, it is customary to say that the hand trembles; 
but, as a matter of microscopic analysis, the hand always 
trembles, and it is an inalienable property of muscular con- 
traction that it should. It is upon this law of rhythmical 
tremor, imperceptible to the unassisted senses, that the avail- 
ability of the compound microscope in the detection of 
forgery depends. The instrument steps in and determines 
the issue at the exact point where the coarser processes of 
the ordinary expert break down.” 


THE PAYMENT OF NOTES PAYABLE AT BANK. 


Among the recent “Inquiries of Correspondents” published 
in the BANKER’s MAGAZINE, was one as to the duty of a bank 
to pay its customers’ notes when drawn payable at its 
counter. We replied to this question that it could not be 
considered as the duty of a bank to pay such paper in the 
absence of general or specific instructions from the maker to 
do so. The subject is one upon which the ideas of both bank- 
ers and their dealers are somewhat indistinct. We find, op- 
portunely, in the Albany Law Journal, a summary of the lead- 
ing decisions upon this question, which go to prove that there 
rests no obligation whatever upon a bank to pay a note 
unless ordered verbally or in writing so to do. The summary 
and comments are as follows : 

It is the popular conception that a bank is bound to pay a 
note made by one of its customers and payable at its counter, 
provided it have sufficient funds of the drawer on deposit ; 
bnt this, like a great many other popular notions of law, if 
in any respect true, is subject to numerous limitations and 
exceptions. 
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It is well settled that the deposit of money in a bank gen- 
erally creates simply the relation of debtor and creditor 
between the bank and the depositor. Marsh vs. Oneida Central 
Bank, 34 Barb. 298; Ketchum vs. Stevens, 6 Duer 463; affirmed, 
19 N. Y. 499; Beckwith vs. Union Bank, 5 Seld. 211; Commercial 
Bank vs. Hughes, 11 Paige 94; Dykers vs. Leather Manuf. Bank, 
id. 612; Bank of Republic vs. Millard, 10 Wall. 152; First Nat. 
Bank vs. Whitman, 94 U. S. 343; ina Nat. Bank vs. Fourth 
Nat. Bank, 46 N. Y. 823; S.C., 7 Am. Rep. 314; Carr vs. Wat. 
Security Bank, 9 Am. Rep. 6; Case vs. Henderson, 8 id. 590; Re 
Bank of Madison, 5 Biss. 515. And it has been, therefore, fre- 
quently held that there is no privity between the holder of a 
check and the bank on which it is drawn, and that, therefore, 
such holder has no right of action against the bank for refus- 
ing to pay the check on presentation. 4tna Nat. Bank vs. 
Fourth Nat. Bank, supra; Carr vs. Nat. Security Bank, supra ; 
Case vs. Henderson, supra, and the other cases above cited. It 
is held otherwise in Illinois and Kentucky, but the unbroken 
current of authority elsewhere is to the effect above stated. 
See Union Nat. Bank vs. Ocean County Bank, 22 Am. Rep. 185, 
and note. 

If a bank is not bound to pay the checks of its customers 
it is equally not bound to pay their notes drawn payable at 
the bank. In tna Nat. Bank vs. Fourth Nat. Bank, Allen, J., 
delivering the judgment of the Court, said: “An acceptance 
or promissory note thus payable (that is payable at the bank) 
is, if the party is in funds, that is, has the amount to his 
credit, equivalent to a check; and it is in effect an order or 
draft on the banker, in favor of the holder for the amount 
of the note or acceptance.” 

That case shows very conclusively that a bank is under no 
legal obligation to a stranger holding a note payable at its 
counter. The facts were these: The Florence Mills, having a 
balance of $694 to its credit with the defendant bank, sent 
to it on April 2d, by mail, a check on another bank for 
$ 4,895, with a letter containing the direction: “Please credit 
our account and charge us our note of $5,000 due the 4th 
inst.” The check was received and credited on the 3d, and 
on the same day the defendant paid a past due note of 
$5,000 of the Florence Mills, payable at defendant’s bank 
and charged it to the account. On.the 4th the plaintiff .pre- 
sented the note referred to in the letter, and payment being 
refused, brought suit. The court held that the plaintiff could 
not recover. The learned judge remarked arguendo that “ this 
payment was valid as against the customer of the defendant, 
the maker of the note,” but there may be room for doubt 
about that. There was a specific direction accompanying the 
deposit as to its application, and it is generally held that 
where ‘moneys are deposited for a specific purpose with notice 
to the bank, or where it is accompanied by specific directions 
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as to its application, the bank is bound to follow such direc- 
tions, and cannot even apply the deposit to a debt due it, 
Bank of the United States vs. Macalester, 9 Penn. St. 475; Smul- 
ler vs. Union Canal Co., 37 id. 68; Farley vs. Turner, 26 L. J. 
Ch. 710. Thus, in Wilson vs. Dawson, 52 Ind. 513, the princi- 
pal on a promissory note due a bank, after maturity of the 
note, deposited and checked out more money than was suf- 
ficient to pay the note, but under a special agreement with 
the bank when the deposits were made that they were to be 
used to pay checks, and it was held that the moneys could 
not have been applied on the note, and that a surety thereon 
was not discharged. So if a depositor notify a bank not to 
pay a note drawn payable at its counter, it is bound to 
comply. Zgerton vs. Fulton Nat. Bank, 43 How. Pr. 216. 

But the depositor only can sue a bank for failing to fol- 
low his directions as to the application of a deposit; no right 
of action exists in the holder of a note. And it may be 
doubted whether a bank would be liable to a depositor for 
failing to pay a note or check in the absence of a specific 
agreement so to do. In Thatcher vs. Bank, 5 Sandf. 121, it 
was held that such an agreement would be implied between 
a bank and its customers, but must be proved as between 
the bank and those not regularly dealing with it. 

It may be stated as a general rule that a bank has a 
right, in the absence of instructions to the contrary, to apply 
moneys on deposit, to the payment of notes and checks 
drawn upon it, or payable by it. Mandeville vs. Union Bank, 9 
Cranch, 9; Griffin vs. Rice, 1 Hilt. 184. But the Supreme 
Court of Illinois seems to hold a different view. 

In Wood vs. Merchants’ Saving Co., 41 Ul. 267, the position 
seems to have been taken that a bank has no right to pay 
a note payable at its counter out of funds on general deposit 
without some special authority or direction so to do. The 
action was on a note payable at the banking-house of one 
Conrad, and the defense was that the maker had money on 
deposit with Conrad when the note was due; that the holder 
without procuring such money, as he had “the right and 
opportunity” to do, had the note marked “good” and 
departed, and that afterward the banker failed. The court 
said : 

Had the holder this right, and had Conrad any authority whatever to pay 
the note out of the funds on deposit in his bank to the credit of the makers? 
The custom sought to be established among bankers has nothing, in our judg- 
ment, to do with the question. What is the effect of making a note payable 
at a particular place? Was it ever before heard, that the effect was to trans- 
fer, ips» fucto, the money at the place belonging to the makers, absolutely to 
the holder, on his presenting the note at the place of payment? There is no 
such rule, in any commercial country, of which we have any knowledge. It is 
well-settled doctrine, in the courts of England and of this country, and of this 


court, that the holder of such paper is not under any obligation, even to pre- 
sent the note for payment when payable. The maker, in an action against him 
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on such note, may plead, in bar of damages and costs, a readiness to pay at 
the time and place. 

We do not understand that the fact of making a note payable at a particular 
place amounts to an agreement that the maker may make a deposit at the bank 
of the amount of the note, and thus discharge his obligation, and that the 
money deposited is at the risk of the holder of the note. It is a mere des- 
ignation of the place where the note is to be paid, not of the person to whom 
the money is to be paid. By the terms of the note, the money was to be paid 
by the makers to the payee, not to Conrad, but at Conrad’s banking-house. 
As put by appellee’s counsel: ‘*If the holder of the note was present, at the 
time and place of payment of the note, and the maker was there, and tendered 
the amount, and the holder refused to accept it,” this would be no bar to a 
recovery by suit; and unless the tender was kept good, by bringing the money 
into court, it would not bar a recovery for damages and costs. The position is 
sustained by the case of Butterfield vs. Kinzie, 1 Scam. 445, where the court 
cite Woolcott vs. Van Stantvoord, 17 Johns. 278; Caldwell vs. Cassidy, 8 Cow. 
271; Stanton vs. Bishop, 3 Wend. 30; Bailey on Bills, 203; 4 Litt. 225; 11 
Wheat. 171; and Wallace vs. McConnell, 13 Pet. 136, is referred to in note by 
reporter, to the same effect. To the same point is the case of Mew Hope and 
Delaware Bridge Co. vs. Perry et al, 11 Ill. 471, citing the same cases. 

The money on deposit with Conrad belonged to the maker of the note; it 
was his money, and under his control. If this be so, if the holders of this 
note were under no obligation to present this note at Conrad’s counter, does 
the fact that it was presented change the liability of the parties in any way? 

Wherein consisted the ‘right and opportunity’ of the holder to receive this 
money from Conrad, except by the actual payment of the money by the maker, 
by himself or Conrad? Conrad had no right to pay it, nor could the money 
be taken to pay it, except by means of the verbal order, check or draft of the 
maker and depositor. No one taking such paper has ever supposed the bank, 
at which it was made payable, was bound to pay the note on presentation, or 
that any obligation was imposed upon it so to do. It is not according to the 
usage of banks to pay out money except upon checks or drafts drawn by its 
creditors having funds in the bank. No case can be found, where, in such 
case, a bank has been considered as authorized to pay a note made payable at 
its banking-house, without the express direction of the maker, or in the absence 
of any check or draft by him, appropriating his money deposited there to such 
purpose. Nor is there any obligation resting on the bank to pay, for the bank 
may have claims against the deposit superior to those of the holder of the 
note. Holding, as we do, that neither ‘the right nor opportunity’ existed to 
the holder to receive this money at Conrad’s bank, the makers of the note 
are not released. : 


An interesting question arose in Wat. Bank vs. Smith, 66 N. 
Y. 271. The plaintiff, the bank, discounted and held a note 
drawn by a customer, payable at the bank and on which 
the defendant was an indorser. The note was dishonored 
and duly protested, and notice given to the indorser. After- 
ward the maker made a deposit with plaintiff of the same 
amount as the note but without any direction as to its appli- 
cation. The money so deposited was used in payment of a 
note of the same maker’s falling due at the bank# two days 
after the deposit. The court held that the bank was not 
bound to apply the money to the payment of the note held 
by it, and that the indorser was not discharged. 

Had the bank held funds of the maker sufficient to pay 
the note when it fell due, it would probably have been 
bound, so far as the indorser was concerned, to apply them 
to the note. Wright vs. Austin, 56 Bark. 13; Gary vs. Cannon, 
3 Ired. Eq. 64. 
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Where funds in a banker’s hands have been applied to the 
payment of notes and acceptances made payable at the 
banker’s, though without any further authority, that is a 
defense to an action by the depositor for dishonoring his 
checks. KXeymer vs. Laurie, 18 L. J. Q. B. 218. 

The certificate of a bank where a note is payable, that it 
is “good,” is merely information that the maker has funds 
in the bank. Jrving Bank vs. Wetherald, 36 N. Y. 335. 

As to the right of a bank to retain and apply a deposit 
to a demand held by the bank against the depositor, see 
. Dawson vs. Real Estate Bank, 5 Ark. 283; Ford vs. Thornton, 3 
Leigh 695; State Bank vs. Armstrong, 3 Dev. 519; McDowell vs. 
Bank, 1 Harr. 369; Whittington vs. Bank, 5 Harr. & J. 480. 


CONVENTION OF SAVINGS BANKS. 


A Convention of managers of the Savings banks of the State met 
at Saratoga, on July 24th. 

The Hon. C. P. Lee, of the Erie County Savings Bank, of 
Buffalo, presided at the meeting, and E. S. Dawson; of the Onon- 
daga Savings Bank, of Syracuse, acted as Secretary. Bradford 
Rhodes, of New York, made a report as secretary of the original 
committee, which had this movement in charge. The report was 
principally in regard to the prevailing feeling on the subject of 
Savings bank organization. Mr. Rhodes claimed that all the banks 
were desirous of some form of co-operation, though they might 
differ as to methods. It was decided that the Constitution and 
by-laws, already prepared, be submitted to the Savings banks of 
the State for their approval. When a majority of the banks shall 
have expressed approval, a meeting will be called to adopt the con- 
stitution and by-laws formally. Addresses were made by Governor 
Hartranft, of Pennsylvania, Stewart L. Woodford, of New York, and 
ex-Senator Sprague, of Buffalo. A committee was appointed to 
prepare a plan of permanent organization, to be submitted to every 
Savings bank in the State. 

The Conference closed in the afternoon, and adjourned to meet 
on call of the Committee on Organization. A letter from George 
Walker, late Bank Commissioner of Massachusetts, was read, dis- 
cussing the general management of Savings banks in New York 
and Massachusetts. Bradford Rhodes read a paper on the past record 
and present requirements of banks in New York. Ex-Mayor Hunter, 
of Brooklyn, read a paper on Savings-bank legislation. An informal 
interchange of views on bank management closed the session, which 
discussion was participated in by several bankers from other States. 

Mr. Walker’s paper, for which only we have space, is as follows: 


BRADFORD RHODES, Esq,., NEw York, July 22, 1878. 
Secretary Savings Bank Association, 


DEAR SiR: I beg to acknowledge receipt of your letter of the 
15th instant, inviting me, on behalf of your Committee, to give an 
expression of my views relative to Savings banks, before the meeting 
to be held at Saratoga on Wednesday next, either by letter, paper, 
or an address, if I should find it convenient to be present. 
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I regret that business engagements will not permit me to be 
present, and to participate in the discussions of a meeting which I 
regard, as in the highest degree, timely and important. 

The recent history and experience of Savings banks in this coun- 
try, has been such as to awaken the gravest apprehensions with 
regard to the future influence and usefulness of the system; and 
it seems to me very desirable that those who hold in trust this vast 
pecuniary interest, should confer together as to the best means of 
restoring its prestige, and guarding it against a recurrence of the 
dangers which have lately menaced it. 

In a table contained in Mr. Keyes’ valuable History of Savings 
Banks, I find that the aggregate deposits held by those institutions 
in the six New England States, New York, New Jersey and Cali- 
fornia, in 1876, were nine hundred and forty-one millions of dollars, 
of which one-third was held in the State of New York alone; nearly 
one-half in New England and the remainder in New Jersey and 
California. The combined capital and surplus of the National banks 
of the whole Union, in the same year, amounted to only six hun- 
dred and thirty-two millions, and their deposits to six hundred and 
fifty-one millions, making an aggregate of twelve hundred and 
eighty-three millions. The Savings banks of the six New England 
States, of New York, New Jersey and California (which are the 
banks of the people), hold a larger amount of capital at their com- 
mand than the combined capital and deposits of all other banks, 
State and National, in those States, upon the resources of which 
the commerce and industry of the most important section of this 
country depend. The condition and conduct of the National banks 
is watched over by the entire mercantile community. Frequent 
examinations are required to be made by skillful public officers, 
and annually, quarterly, and in the larger cities, weekly statements 
of their condition are published. Experienced financial writers dis- 
cuss these reports in the newspapers and financial magazines, and 
the public has the best means of knowing how the banks actually 
stand. The Savings banks have, hitherto, been much less jealously 
guarded. Their constituents are among the poorer classes; the 
power of their trustees and managers is much greater and less 
responsible. Their published reports appear not oftener than once 
a year, and attract little notice, because the most intelligent classes 
have no considerable interest or stake in them. 

The many failures which have occurred among Savings banks 
within the last three years painfully attest the shortcomings of the 
system and the need of reform. Many of the failures have been 
corrupt and scandalous, but probably a larger number have been 
brought about by events and causes which were partly, at least, 
beyond the control of those by whom the institutions were managed. 
Of these events and causes I shall say something further on. There 
is no doubt that the original purposes of Savings banks have been 
widely departed from since the days of Oberlin and Priscilla Wake- 
field, and the establishment of the Philadelphia Savings Fund Soci- 
ety, the Provident Institution for Savings in the Town of Boston, 
and the Bank for Savings in the City of New York. In the incep- 
tion of the system, all Savings institutions were of a charitable 
character, and all the depositors were of the poorer classes. The 
founders and trustees were philanthropic persons who gave their 
services for the benefit of the poor; the investments were made 
solely with an eye to safety, and the expenses were kept down to the 
lowest point consistent with efficient’ management. am far from 
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believing that these characteristics have ceased to exist, especially in 
the older banks. Remarkable instances to the contrary are within 
my personal knowledge; one of them is worth recording here. The 
Provident Institution for Savings, in Boston, the oldest incorporated 
Savings bank in the United States, now holding deposits of nearly 
twenty millions, is managed by a board of trustees selected from 
among the best business men and most esteemed citizens of that 
city. Two of these trustees attend weekly at the bank, and verify 
every entry of deposit and withdrawal on the original books. The 
audit thus made, and which I know to have been constantly kept 
up for twenty years past, and probably much longer, is a protection 
to the depositor of the highest order, and is a gratuitous service 
involving great labor, rendered by men whose time is of the highest 
pecuniary value. I have,no doubt that cases showing an equally 
ees fidelity could be cited from the experience of New York, 

hiladelphia, and other cities. , 

In contrast with this, however, we have witnessed, in many of the 
newer institutions, a very different style of management. Banks have 
been established for the purpose of making salaried positions for 
needy, and often incapable men, and what is infinitely worse, in order 
to give politicians, adventurers and speculators, control of the savings 
of the poor, for selfish and corrupt uses. Rings have been established 
within and around these institutions, as wicked and unscrupulous as 
that which, for years, robbed the taxpayers of New York. Not a few 
Savings banks were the direct creation of that gigantic conspiracy. 

As one after another of these base-born counterfeits has been 
exposed, and its fraudulent practices visited upon a prostrate and 
suffering people, the popular faith in the integrity of the system, 
in the honesty of men, in the guardianship of governments, has 
been rudely shaken, and the innocent as well as the guilty have 
been put under the ban of public suspicion. 

It is of the gravest consequence to society, for many reasons, 
that the grounds of this suspicion should be removed. Looking at 
the question from a merely financial stand-point, a vast moneyed 
capital is imperiled, upon the maintenance of which the country 
has come to depend, and the dissipation of which would be injuri- 
ous to all classes. It is the absorbent of large masses of property 
which could not readily be sold, and of public and private debts 
which could not speedily be transferred or paid. From a social 
point of view the maintenance of the Savings fund is still more 
important. It is the aggregated capital of the poor; the thin par- 
tition which separates hundreds of thousands of households from 
suffering and destitution. If, owing to a deeply-seated distrust, the 
deposits should be withdrawn, or if similar deposits should not 
continue to be made in future, there would be no hope of accumu- 
lation among the poorer classes. Even if they could resist the 
spending of money constantly in hand, they have no safe place to 
keep it, and anything like investment of their inconsiderable sav- 
ings would be impossible. The moral evil of thus destroying habits 
of economy and providence can hardly be over-estimated. They 
are the springs from which have arisen that national tendency to 
social improvement, which has been so marked a characteristic of 
the American people; and at a time when the conditions of re- 
spectable living are becoming more and more difficult, the guard- 
ians of the public welfare should spare no efforts to uphold and 
cultivate them. 

I do not regard the managers of Savings banks as_ wholly 
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responsible for their present unsatisfactory condition. They are 
restricted by law to certain classes of investment, and although 
these are such as experience has shown to be the most secure, 
many of them have shared the general unsoundness which has 
involved nearly all the Aroperty of the country. Singularly enough, 
the safest investments have been in debts ; National, State, Munici- 
pal, and even personal. All kinds of property, upon the security of 
which debts have been created, rose in priee with the inflation 
caused by unlimited paper money. Shrinkage has fallen upon ll, 
absolute destruction upon many. It was not to be expected that 
the trustees of Savings banks should be wiser or more cautious, 
in respect to the investment of trust funds, than in respect of 
their own property; it is a gratifying fact that the decline in value 
of Savings bank assets, as a whole, is trifling, as compared with 
those of equal amounts of private fortunes. The guardianship of 
the law has proved to be wiser, in this instance, than the self- 
government of its makers and executors. Probably the largest 
losses of Savings banks have been from loans on mortgages. The 
reasons for this are not dificult to find. Although real estate was 
the last property touched by the magic wand of paper money, it felt 
the influence of inflation more markedly than property of any other 
species. Expensive homes are the crowning luxury of successful 
speculation, and on the other hand, they are the first iuxury sur- 
rendered on the loss of fortune. Unimproved land suffers still 
more in a general revulsion, having no revenue to sustain it. 
Stores, factories, warehouses, mills, mines, and railways, reflect, in 
market value, the condition of the several kinds of business to 
which they are put. Unlike houses, they had great intrinsic value 
so long as they contributed to great earnings, but now that the earn- 
ings are gone, the value has largely gone with them. But the Sav- 
ings banks had not the power to reject mortgages. There was no 
other investment within the range of law, adequate to absorb their 
rapidly accumulating funds. I think there is no doubt that the 
necessity of investing those and similar trust funds gave a factitious 
value to real estate in the Eastern States, over and above that 
which was imparted to other property during the period of infla- 
tion. No doubt this might partly have been avoided, if the Sav- 
ings banks had been content to make small dividends, and to hold 
on to their Federal and State bonds, after they attained a high 
premium. But the mania for large dividends seized upon deposi- 
tors and managers alike, and it became a controlling influence just 
in proportion as the banks fell away from the original purpose of 
their creation. Deposits were stimulated by the promise of large 
returns, and the money of the rich, or at least the independent 
classes, solicited. I have always believed that the Massachusetts 
law was a wise one, which permitted no deposit of more than one 
thousand dollars, from the same depositor, to draw interest. And 
this rule should be also imperative, that Savings-bank funds should 
not be employed in loans and discounts, such as are made by the 
business banks. The functions of the two are wholly dissimilar; 
the one being created to assist productton, and the exchange and 
movement of commodities on the road from producer to consumer, 
and the other to gather together, invest safely, and hold, with as 
little change as is consistent with a ready convertibility, the petty 
savings which in their aggregate alone can constitute wealth, and 
diffuse its blessings. 

If I may be permitted to repeat the language of a report which I 
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made, as a Bank Commissioner of Massachusetts, to its Legislature 
seventeen years ago, I would offer these general suggestions regard- 
ing the office and duty of Savings banks. “It is to be borne in 
mind, in the first place,-that safety and not Zrofit is the considera- 
tion mainly to be regarded in the investment of trust funds, 
There must be no ambition to make large dividends; no alluring 
of depositors by premise of extraordinary interest; no trenching 
on the ground reserved for banks of discount; and above all no 
rivalry between Savings banks themselves. All have not equal 
advantages of locality or association, and some will necessarily be 
more profitable than others. The location of a Savings bank is 
not selected with reference to the opportunities for investment, 
but solely with a view to facilitate and encourage the savings of 
those earnings which might otherwise be wasted. A great diversity 
does, and must, on this account, exist in the kinds of investments 
most favored by trustees in different parts of the country.” 

I attach great importance to examinations of banks—of Savings 
banks not less than banks of discount. They should be made period- 
ically and thoroughly by the trustees themselves; but it should be 
also done at frequent intervals by Government officials. With no dis- 
position to criticise the laws of any State, in this regard, I am 
impressed with the belief that these examinations should, if possible, 
be made by the highest officers of the banking departments, and not 
by deputy. The examiner should go into a bank clothed with such 
large authority as to command respect, and enforce compliance with 
his decisions, and his compensation should come wholly from the 
Government which employs him. On no other condition can his 
examinations be impartial. As taxes are paid in proportion to the 
funds held, the largest bank is entitled to just as thorough an 
examination as the smallest. Again, the examiner, if clothed with 
power, should not hesitate to use it. He will often find officers and 
trustees older and more experienced than himself, and to whom the 
highest personal respect is due. But if it should unfortunately hap- 
pen that a difference arises with such officers, the duty of the exam- 
iner is perfectly plain: he must assert and maintain the dignity and 
authority of his office, since his authority is not personal but official. 
Such an exercise of authority is always respected by those whose 
respect is worth securing. 

The altered condition of the country will doubtless call for new 
legislation respecting Savings banks, and it will necessarily differ 
in different States. But aside from all laws, the future of the 
system will largely depend on the voluntary action of those who 
are entrusted with its administration. I cannot doubt that the 
Convention which you are about to hold will contribute very much 
to harmony of opinion and to effective co-operation between the 
Savings-bank officers of different States and sections. Though no 
longer holding any relation to the system, I shall always feel the 
deepest interest in its perpetuation, and rejoice to witness, and in 
any manner to contribute to, its reform and improvement. 


With high respect, I have the honor to be, 


Your obedient servant, 


GEORGE WALKER. 





RECENT LEGAL DECISIONS. 


COLLATERAL SECURITIES AND THE LAW OF 
GUARANTY. 


UNITED STATES CIRCUIT COURT, N. D. ILLINOIS. 


Fourth National Bank of Chicago vs. Walker et al.—Transfer of Securities.— 
Rights of Guarantor.—Estoppel, 


Held, That a guarantor of commercial paper has the right, as guarantor, to take 
up such paper and transfer his claim as guarantor, to the parties from whom he 
obtained the means with which to take up the paper. The court states how the 
parties in this case would be estopped by their acts.x—Ep. LEGAL NeEws, 


STATEMENT.—On the tenth day of August, A. D. 1869, S. J. Walker bor- 
rowed of Sarah Maher, wife of Hugh Maher, $50,000, and secured the 
same by causing Henry H. Walker, his brother, to execute two promissory 
notes, of that date, each for $25,000, and falling due three years after date, 
respectively. 

He also caused H. H. Walker to execute two certain trust deeds to John 
G. Rogers, as trustee, each of said trust deeds securing one of said notes, 
It does not clearly appear whether said two trust deeds were altogether upon 
the same premises, or upon different pieces of property. 

The premises which were conveyed by the trust deed, although standing of 
record in the name of H. H. Walker, were, in fact, the property of S. J. 
Walker, and the indebtedness so secured was, in fact the indebtedness of S. 
J. Walker, the former holding the title and executing the papers for the con- 
venience of the latter. Both the notes in question were indorsed by Sarah 
Maher and Hugh Maher, her husband, and guaranteed in writing by S. J. 
Walker. Hugh Maher pledged both of said notes, secured as aforesaid—one 
with the Fourth National Bank, and the other with J. Irving Pearce, Presi- 
dent of the Third National Bank, in his individual capacity. ; 

The note held by Pearce, falling due August 10, 1872, was taken up in the 
following manner within ten days after maturity. 

Pearce urged Maher and Maher urged S. J. Walker, to take it up. On 
the day of its maturity or thereabouts, S. J. Walker paid thereon to Pearce, 
$10,000, and being unable to pay the balance, made the following arrange- 
ment with Greenebaum and Foreman, Bankers, with whom he had been doing 
a very large business. 

He was then largely indebted to Greenebaum and Foreman, which indebted- 
ness still remains unpaid, and for the security of which, among other collaterals, 
they held what was known as the Price note, originally for the sum of $12,000, 
but reduced $10,000, by payment or otherwise. S. J. Walker represented to 
Greenebaum and Foreman, that he desired the Price note upon which to raise 
money elsewhere, with which to aid in payment of the note held by Pearce, 
and that if they would surrender it to him, he would with the proceeds 
thereof, and other means, take up the note so secured, out of the hands of 
Pearce, and would in consideration thereof, deliver to them the Walker note 
and the security held by Pearce, in lieu of the Price note. 

He also represented to them that it would be a valid binding security in 
their hands, and that he had a right so to pledge it; and upon the faith of 
such representations they agreed to surrender to Walker the Price note for the 
purpose aforesaid, upon condition that they should receive the note held by 
Pearce, as well as the trust security therefor. 

S. J. Walker then, on August 19, 1872, gave Pearce his check upon some 
bank—what particular bank the evidence does not show—with the understand- 
ing that it should go through the Clearing House, and be paid the next day. 

On August the 20th, Greenebaum and Foreman, under the agreement stated, 
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surrendered the Price note to Walker, who pledged or sold same to raise 
money thereon, and on that day Pearce sent Walker’s check through the Clear- 
ing House, with the $25,000 note reduced to $15,000, pinned thereto. 

The check was paid and the note surrendered to S. J. Walker, who delivered 
it, with the trust deed securing it, to Greenebaum and Foreman, who still hold 
and claim it as a security for the indebtedness due them from Walker, which 
is much larger than the amount due upon the Walker note. 

Neither Pearce nor Mr. nor Mrs. Maher knew how Walker had raised the 
money with which to pay that note. Pearce told Maher the note had been 
paid, and both of them so regarded it. 

As to the other $25,000 note so pledged with the Fourth National Bank, it 
fell due at the same time, but was not paid or taken up until about Novem- 
ber 5, 1872. It was taken up and satisfied in some way by Walker, and on 
November 5, 1872, in satisfaction of the old note or for some other indebted- 
ness, S. J. Walker delivered to the Fourth National Bank another promissory 
note for $25,000 due in two years and executed by H. H. Walker, and secured 
by a new trust deed. This was likewise guaranteed by S. J. Walker. 

The new trust deed ran to Samuel M. Moore, and covered the same prop- 
erty contained or described in the trust deed transferred to, and held by, 
Greenebaum and Foreman. The new trust deed taken by the Fourth National 
Bank was filed for record December 31, 1872, several months after Greenebaum 
and Foreman had obtained the one held by Pearce. 

The Fourth National Bank filed a bill to foreclose the trust deed securing 
the note of November 5, 1872, alleging that the security held by Greenebaum 
and Foreman had been paid and satisfied, and that the trust deed securing the 
same had consequently ceased to be a lien for the security of that note. 

It prayed that that deed might be declared a cloud upon the title, and as 
such, removed by decree, and that the premises be sold to satisfy the indebt- 
edness so due to it. 

HARLAN, J.—That as to Maher and wife and Pearce, the note for $25,000, 
held by Greenebaum and Foreman, was paid. As between Greenebaum and 
Foreman and Samuel J. Walker, the latter was estopped by his representations 
to the former from alleging that it had been paid. H. H. Walker was equally 
estopped in view of his relations in this matter to Samuel J. Walker. But if 
Samuel J. Walker and H. H. Walker are to be regarded as having distinct, 
separate rights, then the lien claimed by Greenebaum and Foreman can be 
sustained upon the ground that S. J. Walker had the right, as guarantor, to 
take up the $25,oco note and transfer his claim as guarantor to the parties 
from whom he obtained the means with which to take up the note. In a 
suit by Greenebaum and Foreman, against the Walkers, to enforce the lien 
given by the trust deed, the latter would be estopped from saying that the 
debt had been fully paid, or from disputing the lien. The rights of Greene- 
baum and Foreman are none the less in this action, since the debt and lien 
asserted by the complainants were both created subsequent to the delivery to 
Greenebaum and Foreman of the Walker note and deed of trust. 

Greenebaum and Foreman are entitled to the benefit of the security received 
from S. J. Walker for such amount as was due upon the Price note sur- 
rendered to Walker. 

Monroe, Bisbee and Ball, solicitors for complainant; Rosenthal and Pence, 
solicitors for Greenebaum and Foreman. 


ee 


’ BANK OF ENGLAND NOTES.—It ts stated that the average time of circulation 
of a £ 5 note of the Bank of England is only seventy-two days; a £ 10 note, 
seventy-seven days ; £ 20, fifty-seven days; £ 30, nineteen days; £ 40, fourteen 
days ; £ 50, thirty-nine days; £ 100, twenty-eight days; £ 200, thirteen days ; 
£ 1,000, eleven days. A century sometimes elapses before some of these notes 
are again presented at the bank. On the 27th of September, 1846, a 4 50 note 
was handed over the counter, bearing date January 20, 1743. 
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RECENT LEGAL DECISIONS. 


THE LAW OF LOCATION. 


U. S. CIRCUIT COURT, E. D. OF PA., APRIL 23, 1878. 


National State Bank of Camden vs, Pierce.—Hearing on Bill and Answer. 


A National bank located in one State, having an office in another State for the 
purpose of receiving deposits to be transmitted to the bank, does not become 
thereby located in the second State so as to be liable to taxation by it. 


The bill set forth that the plaintiff was a National bank engaged in busi- 
ness in New Jersey; that for the convenience of persons in Philadelphia desir- 
ing to deposit money therein, it kept a clerk in an office in that city, to receive 
deposits and to deliver them to the bank in Camden, N. J., at the close of 
each day; that the defendants, who were the bank assessors of the State of 
Pennsylvania, had served on the plaintiff a notice of an assessment of a tax 
upon the entire capital stock of the bank; that said assessment, which was 
made under acts of the Assembly of Pennsylvania of April 12, 1867, April 2, 
1868, and December 22, 1869, was contrary to law and void; that the plaintiff 
had taken an appeal from the assessment in due time, but the assessors refused 
to vacate or alter the assessment. An injunction was prayed restraining the 
assesssors from returning the assessment to the auditor general of Pennsylvania, 
and a decree that the assessment was illegal and contrary to law. The answer 
admitted the facts of the bill so far as within the defendant’s knowledge, but 
claimed that the tax was properly assessed. 

John Goforth (with him C. S. Carson), for the plaintiff was not called 
upon, 
°S. G. Thompson, contra. The simple question is, is this a bank located in 
Pennsylvania? A bank may be either of discount or deposit. If it performs 
the function of either in a place, it becomes located there. If it do business 
in two places, it must be taxed in both. 

[ CADWALADER, J. It is a criminal offence to carry on banking business in 
the way suggested in Pennsylvania without a license obtained in a particular 
manner, but that does not make the offender a bank located in Pennsylvania.] 

This is not an assessment upon a stockholder, as such, but upon the bank. 

McKENNAN, J. (CADWALADER, J., concurring). We have decided, after 
full discussion, that even when a corporation carries on business in a State, it 
does not thereby become an inhabitant of it, and we cannot go farther and 
say that by similar conduct a corporation becomes located therein. 

Injunction granted. 


ee 


J. W. GILBART ON BANKING IN SCOTLAND.—'*‘The Act of 1845, has not 
been successful in imparting to the people of Scotland a taste for gold. The 
bankers are too wise to issue the gold unless when it is demanded; and 
the puslic are too wise to make such a demand. Hence when the increase 
of the currency requires a further importation, the gold is quietly brought 
from London to Edinburgh, is quietly locked up in the vaults of the bank, 
and when no longer required, is quietly sent back again. Of course this is 
a loss to the banks, of interest. and of the expenses of these transmissions. 
But in this way it is less injurious than if put into circulation. Disastrous 
for Scotland will be the day when the people shall become inoculated with 
the love of a gold currency. The effect of such a desire in England is 
strikingly exhibited in seasons of pressure. When such pressures occur in 
Scotland, the banks can employ their whole resources to assist their custo- 
mers and to support public credit. But when they occur in England, the 
banks have, in the first instance, to take care of themselves. The banks of 
issue have to find gold to meet their notes, and at a time too when the 
gold is leaving the country, and causing a corresponding contraction of Bank 
of England notes. 
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THE BANKER’S MAGAZINE. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I, THE NATIONAL-BANK REDEMPTION FUND. 


Will you please make the suggestion, through the Magazine, to National 
Banks, that they select, from each day’s work, mutilated National-bank notes 
for remittance to the U. S, Redemption Agency at Washington, to make good 
their ‘‘ Five-per-cent. Fund,” and thus save the expense of express charges 
on good money both ways ? 

For example, a bank receives notice from the Treasurer, that of its issue 
$3,000 has been redeemed, one-half fit for circulation and one-half unfit. It, 
at once, remits $3,000 currency. In a few days, it receives of its notes 
$ 1,500, fit for circulation, which have been sent to the Treasurer at expense, 
selected and handled by the Redemption Agent at expense, and on which the 
bank again pays express charges. This occurs perhaps once in ten days to 
each bank. 

Now, if, when sending the $3,000 to make good its five per cent. fund, none 
but mutilated notes were sent, at least one-half the present expense would be 
saved, beside considerable labor. 

REPLY.—The suggestion of our correspondent points to a plan which is 
apparently so advantageous to need no recommendation. We call to it, however, 
the attention of any National banks whose custom may be different. There 
is a public benefit in the withdrawal from circulation of mutilated and 
defaced currency, and there is also some advantage in the fact that in for- 
warding National bank notes the freight is charged by the agency to the 
banks whose notes are received; while the express charges on U. S. legal ten- 
der notes must be prepaid by the remitting bank. The notification of the 
Redemption Agency states that the amount due must be remitted, as required 
ad the National-Bank Act, in one of the following ways: 

By a deposit of United States notes with the Assistant Treasurer U. S. 
in "new York, Boston, Philadelphia, or New Orleans, to the credit of the 
Currency-Transfer Account of the Treasurer U. S., or with the Assistant 
Treasurer U. S. in Baltimore, Chicago, Cincinnati, or St. Louis, to the credit 
of the General Account of the Treasurer U. S. Banks not situated in one of 
the above-named cities, should make the deposit through their correspondents, 
The original Certificate of Deposit must be forwarded directly to the Treasurer 
U. S. by the bank making the deposit, as credit cannot be given until it is 
received. 

2. By a remittance of National-bank notes, addressed to the Treasurer U.S., 
under the contract with Adams Express Company, marked ‘ National-Bank 
Notes for credit of Five-per-cent. Fund.” 


Il, DIsCREPANCY BETWEEN FIGURES AND BoDy OF CHECK. 
A check, similar to the enclosed, was presented for payment. The amount 
of cents ( both in figures) do not correspond. Which amount should I pay? 
REPLY.—The rule among banks is either to refuse a check when a discrep- 
ancy exists, or to pay by the dody of the check. This is the real instrument, 
—the figures in margin being rather a memorandum to guide the eye and to 
make plainer the amount. 
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Notice.—The Second Edition of the BANKER’Ss ALMANAC AND REGISTER for 
1878, with Lists of Banks and Bankers corrected to July, is now ready. Copies 
forwarded to any address for Three Dollars. I. S. Homans, Publisher. 


REDEMPTION OF FIVE-TWENTY Bonps.—The Secretary of the Treasury 
issued in July, three calls of $5,000,000 each, for the redemption of five-twenty 
bonds of 1865, consols of 1365. . The following are the descriptions, all num- 
bers being inclusive : , ; 

Sixty-first call, dated July 11. Matures October 11. 

Coupon Bonds.—Dated July 1, 1865, namely: $50, Nos. 62,001 to 65,000; 
$ 100, Nos. 106,001 to 110,000; $ 500, Nos. 74,001 to 76,200; $1,000, Nos. 
135,001 to 140,000. Total coupon, $2,500,000, 

Registered Bonds. —$ 50, Nos. 2,201 to 2,250; $100, Nos. 17,601 to 17,850; 
$ 500, Nos. 10,201 to 10,450; $1,000, Nos. 33,701 to 34,400; $5,000, Nos, 
9,101 to 9,250; $10,000, Nos. 17,101 to 17,730. Total registered, $ 2,500,000. 

Sixty-second call, dated July 17. Matures October 17. 

Coupon Bonds. —$ 50, Nos. 65,001 to 68,000 ; $ 100, Nos. 110,001 to 114,000 ; 
$ 500, Nos. 76,201 to 79,500; $1,000, Nos. 140,001 to 145,000. Total coupon, 
$ 2, 500,000, 

Registered Bonds.—® 50, Nos. 2,251 to 2,300; $100, Nos. 17,851 to 18,250; 
$500, Nos. 10,451 to 10,550; $1,000, Nos. 34,401 to 35,200; $5,000, Nos. 
9,251 to 9,651; $10,000, Nos. 17,731 to 18,463. Total registered, $ 2,500,000. 

Sixty-third call, dated July 23. Matures October 23. 

Coupon Bonds.—$% 50, Nos. 68,001 to 69,000 ; $100, Nos. 114,001 to 117,000; 
$ 500, Nos. 79,501 to 82,0co ; $1,000, Nos. 145,001 to 151,000, Total coupon, 
8 2,500,000. 

Registered Bonds.—$ 50, Nos. 2,301 to 2,350; $100, Nos. 18,251 to 18,350; 
$500, Nos. 10,551 to 10,600; $1,000, Nos. 35,201 to 35,450; $5,000, Nos, 
9,651 to 9,900 ; 3 10,000, Nos. 18,464 to 19,050. Total registered, $ 2,500,000. 


THE NATIONAL REDEMPTION BUREAU.—The following is a statement of the 
operztions of the National-Bank Redemption Agency for the month of June, and 
for the fiscal year, as compared with the corresponding periods of last year : 


NATIONAL-BANK NOTES DISPOSED OF. 

For Fune. For the year, 

Notes fit for circulation, assorted and returned to the banks 
; $17,679,100 . $152,437,300 

Notes unfit for circulation, assorted and delivered to the 

Comptroller of the Currency for destruction and 
replacement with new notes 5,928,509 . 51,585,400 

Notes of failed, liquidating, and reducing banks, depos- 
ited in the U. S. Treasury . 11,852,100 


Totals for 1878 - $ 215,874,800 
Totals for 1877. 28,380,600 . 238,028,600 
22,153,800 


Mr. Wititiam A. BootH has been elected President of the Third National 
Bank, in place of Mr. J. F. D. Lanier, who retires on account of ill health. 
Mr. Booth is a welcome accession to the bankers of this city. In times 
past his counsel and direction have contributed materially to the success of 
our State banking system. And when, at a critical period in our financial 
history he was placed at the head of the American Exchange Bank, his 
influence was a wide one, and valuable to the whole banking fraternity. 
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REDUCTION OF CAPITAL.—A meeting of the stockholders of the Merchants’ 
National Bank of this city, was held on July 19th, to act upon a proposi- 
tion to reduce its capital stock from $3,000,000 to $2,000,000. Out 
of the total stock of 60,000 shares, 43,000 were represented at the meeting, 
and the proposed reduction was voted without dissent. This action is taken 
by the bank in consequence of the heavy burden of taxation on its capital 
and surplus. About $140,000 were paid in taxes during the past year. or 
nearly five per cent. of the capital stock. The change goes into effect 
August I. 

AN ABSCONDING CASHIER CAPTURED.—E. J. Oakley, formerly cashier of the 
Merchants’ Exchange National Bank of this city, who is charged with embez- 
zling $350,000 of the funds of the bank, was arrested on July 18th, in this 
city, after many yeurs’ search. The thefts were committed in 1870. Oakley 
left the city in July, 1871, after giving $10,000 bail, and has not been seen 
here since. He was connected with the bank for twenty-five years. Oakley 
is fifty-six years old, and says that for the past seven. years he has lived in 
Montreal, where he has worked as a common laborer, and has suffered greatly. 
He was locked up in Ludlow Street Jail. 


MASSACHUSETTS.—At its last session, the Legislature of Massachusetts enacted 
a law for the benefit of Savings banks, called the ‘Stay Law.” Objection was 
made to the injustice which this law would cause to a man having money on 
deposit in a bank-which held also a mortgage upon his property, and an Act 
was passed allowing the deposit to be set off to satisfy the mortgage, after the 
bank had been placed under restriction of injunction. It is now claimed that 
this law is unconstitutional, on the ground that it gives one depositor an unfair 
advantage over another, whose property does not chance to be mortgaged 
to the bank, inasmuch as the one receives the privilege of the practical with- 
drawal of his entire deposit, while the other can only withdraw ten per cent. 
In view of this opinion, the Attorney-General has advised the banks that are 
under injunction to delay action under the new law for the present. 


MICHIGAN.—The Second National Bank of Bay City, with which was con- 
solidated, on May Ist, the State Bank of that place, has a capital of $ 200,000 
instead of $100,000, as formerly. Mr. Wm. Westover is President, and Mr. 
Orrin Bump, Cashier. . 


Oxu1o.—In Cincinnati, on July 16th, a well-dressed stranger called at 
the bank of Espy, Heidelbach & Co., for two drafts on New York tor the 
sums of $10 and $12 respectively. Tickets were made out by the clerk, who, 
being ve busy, sent the man to the exchange clerk’s desk with them, 
instead of taking them himself, as is customary. The stranger seized the 
opportunity to prefix a figure 9 before the 10 in one ticket, and a 7 before 
the 12 in the other, and then presented them to’ the exchange clerk. The 
latter made out drafts for $910 and $712, and handed them to the 
swindler, who disappeared. The fraud was discovered upon the teller’s return 
from dinner. The drafts are on the Hanover National Bank of New York, 
and are numbered—for the $910, 89,656; for the $712, 89,655. The per- 
petrator was arrested in Louisville, on the next day. 

Peter Buack, President of the First National Bank of Zanesville, Ohio, 
died at his home in that city on July 7th. In 1863 Mr. Black organized the 
First National Bank, and was elected its first President, a position he con- 
tinued to fill with entire satisfaction to the stockholders until his death. In 
1871 the First National and the Muskingum National were consolidated, and 
under the guidance of its late President it has become one of the most 
successful institutions in Ohio. The integrity and honesty of Mr. Black, and 
his financial ability, were such as to inspire unlimited confidence. He was the 
largest owner of real estate in Zanesville, and it was always his pleasure to 
improve property as soon as it had passed into his hands, 

Henry B. BIssELL, Cashier of the National Bank of Commerce of Cincin- 
nati, died at his residence at Clifton, on July 2oth. Mr. Bissell was a native 
of New York State, and began his financial experience in Cincinnati as a teller 
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in the Ohio Life Insurance and Trust Co. He was afterwards cashier of the 
Ohio Valley Bank, leaving that institution in 1868 to form one of the. private 
banking firm of Andrews, Bissell & Co., which house subsequently became the 
National Bank of Commerce. Mr. Bissell was a banker of marked sagacity 
and intelligence, and a gentleman of strict integrity, courteous manners and 
kindly nature. The Clearing-House Association of Cincinnati passed a series 
of resolutions expressive of high respect for his memory. 

PENNSYLVANIA.—Another usury case has just been tried in this State, that 
of Driesbach vs The Second National Bank of Scranton. The hearing was in 
the United States Court at Williamsport, and a verdict was obtained in favor 
of the bank. The recent decision of Judges Strong and McKenna, published 
in the July number of the BANKER’s MAGAZINE, held that National banks have 
the right to charge as high a rate of interest as State banks, and, though six 
per cent. is the legal rate in this State, a number of State banks have the 
right, under special charters, to charge ten per cent. Under the above decision, 
National banks could also charge that amount. The case was, therefore, 
decided in favour of the bank. The case, it is said, will not stop at this point, 
but be taken to the Supreme Court for their action. The case of D. F. 
Seybert, of Salem, against the First National Bank of Berwick, on the same 
charge, was adjourned. In this latter case penalty and all is claimed, and if 
the decision above referred to is sustained by the Supreme Court, this bank 
will also be successful. 

RHODE IsLAND.—The assignee of Messrs, Green & Cranston, bankers of 
Providence, who failed about two years ago, announces his readiness to pay 
all claims in full, principal and interest. 

Texas.—Mr. J. D. Giddings, senior partner of the well-known banking firm 
of Giddings & Giddings, at Brenham, died on June 25th, in consequence of 
injuries received by being thrown from his buggy a few days previously. The 
business of the firm goes on as heretofore without change of style. 

CANADA.—From the annual report of the Merchants’ Bank of Canada it 
appears that the capital has been reduced one-third, and now stands at 
$5,461,790 paid-up; the contingent fund at $530,000, and the Rest at 
$475,000. The profits of the bank during the past year have been $ 462,208, 
or 8% per cent. on the capital, out of which a dividend of seven per cent. 
has just been paid. The balance of contingent fund will probably be trans- 
ferred to rest or reserve, and raise this to nearly $ 1,000,000. 


THE PREMIUM ON GOLD AT NEW YORK. 
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THe NATIONAL BANK ActT.—A new and revised edition of the atonal 
Bank Act with amendments, according to the Revised Statutes of the United 
States, will be issued in August, from the office of the BANKER’S MAGAZINE. 
Price, $1.25. In paper covers, 75 cents. 
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MEXICAN AND TRADE DOLLARS. 


TREASURY DEPARTMENT, ) 
OFFICE OF THE DIRECTOR OF THE MINT, 
WASHINGTON, July 25, 1878. 5 

In consequence of the number of inquiries received relative to the value of 
the Mexican silver dollar and the terms on which it is received at the mints, 
the following information is furnished : 

Section 3,584 of the Revised Statutes of the United States declares that 
**no foreign gold or silver coin shall be a legal tender in the payment of 
debts.” The Mexican dollar, therefore, has only a value as bullion, which 
depends upon the price of silver.. At the present price of silver bullion it is 
worth go.8 cents in gold per piece. Its circulation in the United States is 
optional, and at whatever value may be agreed upon. The United States trade 
dollar, also, is not a legal tender, and, therefore, has only a bullion value. 

The standard silver dollar, being a legal tender for all debts, public and 
private, is received at -par at all Government offices in payment of dues, dif- 
fering in this respect from the Mexican and trade dollar, which are not 
received, Mexican dollars, as well as all other foreign silver coins, and United 
States trade dollars are purchased at the mint at Philadelphia and at the Assay 
Office at New York at the equivalent of the London rate for silver bullion on 
the day of the purchase, less one-half cent per ounce of fine silver contained. 
All silver coins so purchased are melted and assayed, and the seller paid for 
the fine silver contained in standard silver dollars. 

All parties desiring to sell foreign silver coins or trade dollars to the Gov- 
ernment on the above terms will send them at their own expense to the 
Superintendent of the Mint at Philadelphia, or of the Assay Office at New 
York. The express charges on the silver dollars sent in return also to be paid 
by the seller. All correspondence relative to silver coins so sent to be addressed 
to the Superintendent of the Mint or Assay Office to which they are for- 
warded. The following table shows the bullion value in cents and tenths of a 
cent, United States legal-tender coin, of a Mexican silver dollar of full legal 
weight and fineness, at various London quotations for silver bullion, calculated 
at the par of exchange, 486 65-100 to the pound sterling: 

London quotation Value of Mexican London quotation Value of Mexican 

in pence. dollar in cents. in pence. dollar in cents. 

50 oe 86.1 aay ‘a 92.5 
50% os x Pt oe oe 93 
50% 93-4 
5034 93-8 
51 
51% 
51% 
51% 
52 
52% 
52% 
5234 
53 
53% 
5334 


The trade dollar is worth two-tenths of a cent more than the Mexican dol- 
lar at the respective quotations furnished. The deduction at the mint of one- 
_ Penal per ounce of fine silver contained amounts to about four mills on 

ollar. 
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H. R. LINDERMAN, 
Director of the Mint. 





PUBLIC 


DEBT OF THE UNITED STATES, 


PUBLIC DEBT OF THE UNITED STATES. 
Recapitulation of the Official Statements—cents omitted. 


DEBT BEARING INTEREST IN COIN. 


Fune 1, 1878. 
BOGs AE SEE OP COME. can ica ssancsccpaasecioasenes $ 738,619,000 
Bonds at five per cent 703, 266,650 
Bonds at four and a-half per cent. 
Bonds at four per cent. 


$ 1, 768,735,650 


DEBT BEARING INTEREST IN LAWFUL MONEY, 


Navy pension fund at three per cent.. $ 14,000,000 


DEBT ON WHICH INTEREST HAS CEASED.... $ 6, 143, 500 


DEBT BEARING NO INTEREST. 
Old demand and legal-tender notes $ 346,743,313 
Certificates of deposit 35) 705,000 


Fractional currency 16,658,698 
Coin certificates 52,823,649 


$ 451,930,652 


Total principal 


Total debt 
Interest 


31,3352417 


$2,272, 145,220 
CASH IN THE TREASURY. 


$ 189, 708,021 
3,094,748 


ToTaL DEBT, principal and interest 


Currency 

Currency held for. redemption of fractional 
currency 

Special deposit held for redemption of cer- 
tificates of deposit, as provided by law.... 35s 705,000 
$ 238,507,769 


Debt, less cash i in the Treasury, June 1, 1878 $ 2,033,637,450 

July 1, 1878 
Decrease of debt during the past month... $ 3,070, 198 
Increase 3 


Decrease of debt since June 30, ihe sie 25,520,772 


Fuly 1, 1878. 
$ 738,619,000 
703, 266,650 
240,000,000 
98,850,000 


g I, 780, 735,650 


$ 14,000,000 
$ 5,594,560 


349. 743,313 
46,755,000 
16, 547,768 
45.829, 600 


w+ — 455,875,682 
«» $2,256,205, 892 


36,404,551 


- $2,292,610, 443 


$197 415,132 
2,653,479 


10,000,000 


46,755,000 


$ 256,823,612 


‘.+ $2,035,786,831 


$ 2,149,381 
24,371,391 


BoNDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 


LAWFUL MONEY. 


$ 64,623,512 


Principal outstanding rip 
1,015,597 


Interest accrued and not yet paid 


37,896, 334 
994525577 


- $28,443,757 


Interest paid by the United States 
Interest repaid by transportation of mails, &c. 


Balance of interest paid by the U. S.. 


$64 623.512 
1,938, 705 


37.896, 334 
9,831,444 


$ 28,014,890 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Authorized to July 25, 1878.) 


——Cafital —— 


No. Name and Place. President and Cashier. Authorized. Paid. 
2390 Greene County National Bank. John I. Thomas.......... $ 100,000 
Carrollton, ILL. Robert Pierson $ 100,000 
———— 


NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from July No., page 74.) 





State. Placeand Capital. Bank or Banker. N. Y. Correspondent and Cashier. 
ee Carrollton. .... Greene County N. B.(2390) Importers & Traders’ Nat’l Bk. 
$ 100,000 John I. Thomas, /r. Robert Pierson, Cas. 

« .. Edinburg...... George P. Harrington..... American Exchange Nat’l Bank. 
InpD .... Roanoke....... Windle & Wasmuth....... Geo. Opdyke & Co. 
Iowa... Des Moines.... Bank of Iowa, (Ira W. Anderson.) = .........6. 
Kansas. Lincoln Centre. Bank of Lincoln County... Kountze Brothers. 
Nes.... Lincolm.......s< Marsh Bros. & Mosher..... Commercial Nat. B’k, Chicago 
Ou10... Wash’gtonC.H. Peoples & Drovers’ Bank... Importers & Traders’ Nat’! B’k 

283,000 Daniel McLean, Pr. R. A. Robinson, Cas. 
| = 


CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from July No., page 75-) 


Bank and Place. Elected, In place of 
N. Y. City. Third National Bank...... William A, Booth, Pr... J. F. D. Lanier. 

” « , Eleventh Ward Bank...... Henry Steers, Pr........ J. Englis. 

” « . Manhattan Savings Inst’n.. Edward Schell, Pr....... E, J. Brown.* 
ALA.... City National Bank, Selma.... A. G. Parrish, 4. C...... se eeeee . 
ILL..... First National Bank, Mattoon.. Mark Kahn, Pr......... C. M. Dole. 

«# ,,. Second Nat’! Bank, Monmouth. Fred E. Harding, Cas... F. W. Harding. 

« ,, Centennial Nat’l B’k, Virginia. James B. Black, Cas..... J. H. Wood. 


InD .... First National Bank, Auburn.. William McIntyre, Cas.. J. V. Hazzard. 
Eugene Levering, Pr.... J. W. Alnutt. 


Mi cis Bank of epegres: Tee -G.O.Manning,C. pro tem. E. J. Church, Aec?’g. 
Thomas T. Smith, Cas.. G. O. Manning. 

« .,. Kent Nat’l Bank, Chestertown. Joseph Peterson, Cas.... C. T. Westcott. 
Mass... Clearing House, Lowell....... A, A, Coburn, Manager. C. W. Eaton. 
Micu... First Nat’l Bank, Houghton... Z. W. Wright, Pr....... R. Shelden. 

BEG, «ti Merchants’ Nat. B’k., St. Louis. James C. Moore, Cas.... R. Eagle. 

N. Y.... Westchester Co. N. B., Peekskill D. F. Clapp, Pr......... C. A. G. Depew. 

Onto... First National Bank, } William S. Marshall, Cas. D. Helwig.* 
Middletown } Arthur Helwig, 4. C.... W.S. Marshall. 

«  ,, First National Bank, Zanesville. William A. Graham, Pr. P, Black.* 

Penn... Third National Bank, { Benj. G. Godfrey, Cas... A Thorn. 
Philadelphia) Fred H. Souder, A.C...  —..... se 
« _.. Mount Carmel Savings Bank... H. J. Meixell, Cas....... H. D.Rothermel.* 
; R L. G. Merrill, Cas....... J. H. Vermilye. 
Wis.... First National Bank, Kenosha | James H. Tyler, A. C... L. G. Merrill. 
N. B.... Bank of Montreal, Moncton.... F. M. Cotton, 4gent..... J. Robertson. 
" Andrew Thomson, Py... _........ 
QueBec Union Bank, Quebec........ | George Irvine, V.'P..... 1... 
* D>=ceased. 





DISSOLUTIONS, ETC. 


DISSOLVED OR DISCONTINUED. 
(Monthly List, continued from July No., page 75.) 


Ketchum & Belknap; suspended. 
W. H. Gladwin ; suspended. 


‘ Trulock Brothers; out of business. 
.. Lake City. First National Bank ; in liquidation. 
. Middletown.... Dime Sav.ngs Bank; reported suspended. 


Dwight Dwight Bank (Zophar Tuttle) ; retired July 22. 
-- Quincy German Savings Bank (H. A. Geise & Son) ; failed. 
. St. Charles .... Kane County National Bank ; in liquidation. 


Brazil Brighton, Hubbard & Teter; now Brighton & Teter. 
Dyersville. Bank of Dyersville (H. Koch) ; assigned. 


KANSAS. Exchange Bank ; closing. 


. Wyandotte .... First National Bank ; in liquidation 


MAINE... Auburn Savings Bank ; deposits scaled down 15 per cent. 
N. Y.... Wapp’gers F’lls Bank of Wappingers Falls; retired July 13. 


. Wellsville. York & Chamberlain ; suspended. 


N. C.... Greensboro .... Wilson & Shober ; failed. 
Oun10... Wash’gtonC.H. First National Bank; insolvent. Succeeded by Peoples & 


Drovers’ Bank; with same officers. 


. Philadelphia... White, Powell & Co. ; in bankruptcy. 
.. Lewisburg Union National Bank; report of closing erroneous. 
. Uniontown.... Dollar Savings Bank ; suspended. 


.. Trenton Canadian Bank of Commerce ; closed. 
. Halifax Almon & Mackintosh ; resumed control of their business. 


RECENT CHANGES OF TITLE, ETC. 
(Monthly List, continued from July No., page 76.) 


East River National Bank; capital reduced to $250,000. 
Merchants’ National Bank ; capital reduced to $2,000,000. 
German-American Bank ; removed to 50 Wall Street. 
Kelley & Alexander ; now L. D. Alexander & Co. 
Lawrence & Morgan; now F, N. Lawrence. 


. Hot Springs.... Valley Exchange Bank; N. Y. Corr., Chase National Bank. 


David Pierson & Sons; now Greene County National Bank. 
Lynd & Yocum; now L. M. Yocum & Co, 


Sterling & Morse; now Whitehill & Morse. 
Fenno & Homer; now N..F. Fenno & Co. and Fred Homer. 
...... Second National Bank ; capital should be $ 200,000. 
Miners & Merchants’ B’k (M. L. Reid); now Jasper Co. B’k. 
- Monticello National Union Bank; capital reduced to $100,000. 


. Cincinnati German Savings Institution (C. F. Adae & Co.) ; removed to 
N. W. corner Fifth and Vine Streets. 
Hughes, Wright & Co.; now H. W. Hughes & Co. 
Hubbard Sav. B’k; now Hubbard Nat. B’k. Same officers. 


Thomas H. Emerson & Bro.; now F. Emerson & Co. 
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THE BANKER’S MAGAZINE. 


NOTES ON THE MONEY MARKET. 


NEW YORK, JULY 25, 1878. 
Exchange on London at sixty days’ sight, 4.8544 a 4.86 in gold. 


The rates for loans continue easy, and the supply of money on call exceeds 
the demand. It has been supposed that the advance in the: London money 
market would be followed by a responsive movement here. No indication of 
this result has, at present, appeared; and not a few persons have argued that 
the rates in London would be more likely to recede in conformity with those 
prevalent in other markets, than that an opposite movement should carry up to 
the British level the rates for loans in the plethoric money markets elsewhere. 
Considerable discussion on this subject has prevailed both in Europe and here. 
The belief is growing more general, that some radical changes will very soon 
have to be made in the arrangements of the Bank of England, and of the other 
British banks, so that the depletion of the banking reserves by an outflow of 
bullion will not, as heretofore, require to be met by a rise in the rate of dis- 
count, except the demand and supply in the money market itself shall necessi- 
tate an advance. However this controversy may be adjusted, it is a fortunate 
circumstance that the discussion has arisen at a time when, from, the tranquility 
and ease which everywhere prevails, the difficulties incident to the application 
of a remedy are much less formidable than they would be in time of activity 
or strain in the monetary situation. For these and other reasons it is not 
anticipated that the English money market, even if it should continue somewhat 
irregular, will have much direct influence upon the financial movements here. 
Call loans now range from 1% to 3 per cent., and prime mercantile paper, 
of short dates, sells readily at 3 to 5 per cent. As usual at this time of the 
year, the increase in the legal reserve of the banks is kept up, as will be seen 
from the following statistics of the averages of the New York Clearing-House 
banks : 
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Legal Excess of 

1878. Loans. Specie. Tenders. Circulation. «~ Deposits. Reserve. 
June 29...+.$232,720,200 . $ 16,311,900 . $53,996,300 . $ 19,934,200 . $ 205,965,600 . $ 18,816,800 
July 6....++ 236,516,000 .. 20,420,000 .. 53,606,300 .. 19,823,900 .. 213,816,700 ..- 20,572,125 
‘€  13.0..% 234,120,100 «- 22,048,600 «+ 55,556,300 .. 19,522,100 .. 217,411,500 .. 23,252,025 
20.++++ 236,195,500 «+ 22,001,600 .- 57,543,900 .. 19,405,100 .. 221,252,100 .. 24,232,475 
The Clearing-House exhibit of the Boston banks for the past month is as below : 


1878. Loans: Specie. Legal Tenders. Deposits. Circulation. 
June 29...++++ $128,621,700 «+++ $2,633,800 .... $6,875,100 «+-- $75,057,700 +--+ $25,048,400 
129,849,000 «+++ 2,451,900 «e+e 5,917,800 «+++ 77,100,300 «+++ 25,361,400 
130,700,900 «++e 3,488,000 «24+ 5,466,400 «+++ 76,679,400. «.++ 25,339,200 
131,136,200 «+++ 3,353,400 +++» 5,282,600 «...+ 76,153,700 «+--+ 25,297,600 
The Philadelphia bank statements for the same time are as follows : 


1878. Loans. Specie. Legal Tenders. Deposits. Circulation. 
June 29... 000$.56,906,372 «+++ $1,898,257 +--+ $13,726,831 «+++ $45,647,430 +--+ $11,001,126 
July 6...000 57,407,581 -ee0 2,165,605 «200 13,647,763 +220 45,9319792 +++ 11,055,863 

579540,336 eee 2,131,277 «eee 13,600,496 «+++ 46,419,105 «+++ 11,075,562 
$75701,352 «+2 2,038,968 ..+6 13,413,067 «+++ 46,092,038 «.... 11,118,080 

In the stock market there has been considerable activity, though the volume 
of business has been contracted by the torrid severity of the heat, and by the 
absence of many prominent capitalists from Wall Street. In Government bonds 
a fair business has been done, in consequence, partly, of the outflow and rein- 
vestment of the money disbursed for quarterly and semi-annual dividends. This 
movement has been particularly directed to the Government securities. which 
have the longest probable time to run, such as the five-twenties, the new fives, 
and similar bonds. In State securities there is little doing, and the movement 
in prices is small. Railroad bonds are not so briskiy.in demand from investors, 
as their price operates to discourage the choice of these securities, except where 
the roads have an undoubted status in the public confidence. Railroad shares 
are feverish and irregular, with little demand except from speculative operations. 
Gold is quiet, with no disposition in the premium to advance. The general 
impression is that the arrangements of the Treasury for resumption, have been 
so adjusted and managed as to render the transition to specie payments possible, 
at the time appointed by law, without the slightest danger of shock or injury 
to business. In foreign exchange there is very little doing, and the rates. favor 
the buyer. Subjoined are our usual comparative quotations of the stock market : 

QUOTATIONS : Fune 25. Fuly 2. Fuly 9. Fuly 16. Fuly 23. 
100% .. 100% .. 100% .- 100% .. 1004 
U. S. 5-208, 1867 Coup, 108%. 105% .. 105% .. 106 ° " 105% 
U.S. 10-408 Coup....- 108%... 109% .. 109 ee 109% .. 108% 


West. Union Tel. Co.. 86% .. 87% .«. 89% .-. 90%. 93% 
N. Y. C. & Hudson R. 10854 .. 108% .. 109% .«. 109% .. 109% 
Lake Shore..... 57% +. 58% .. 61% .. 62% 64% 
Chicago & Rock Island 174% .. 117 «. 115 ee 114%. 114% 
New Jersey Central... 31% «+ 38% .. 43% «- 41% .. 39 
Del, Lack. & West.... 58% .. 59% -- 61% .. 61%. 61% 
Delaware & Hudson.. 56% .. 57 oe 59 ee 58% .- 5834 
North Western 47 oe 8% 51% > 51% «- 48% 
Pacific Mail 4%. 17%». 17 oe 17% >. 17% 
Weis diccwocsiccsess 15% .. 13%. 15% 16% .. 17 
Call Loans.........-.5 2 @4 2 @4 - 1 @3 és 1% @3-- %@3 
Discounts .. @s5 oo. &. Os. 20 & OFS ee 3 @s-+ 3 @5 
Bills on London ++ -85-4.87 .. 4.8334-4.8634.. 4.8314-4.8634 ..  4.83-4.86 
Treasury balances, cur. $ 43,004,362 -. $41903,359-- $43,145,328 -- $44,745:948 -- $47,001,481 
Do. do. gold.g 126,081,365 .. $122,226,779 .. $ 118,402,618 .. $ 118,230,215 «. $117,919,174 


“ 
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The Convention of the American Bankers’ Association, which is to be held 
at the Town Hall, Saratoga, on the 7th, 8th and gth of August, is attracting 
considerable attention. Among the speakers whose names appear upon the 
programme we observe that Mr. George Walker will deliver an address 
upon the comparative advantages of the National Banking System, over the 
banking systems in operation in foreign countries. We presume that a consider- 
able part of the address will be given to the question of the security of 
bank-note issues. This is one of the strong points of our National Banking 
system. In no other commercial country is the double security required, which 
the banks are compelled to give in the United States. No notes can be issued 
by any bank without first, a deposit of bonds at Washington, and secondly, a 
guarantee for their redemption on demand by a lawful money deposit in the 
Redemption Bureau at the Treasury. In France, England, Scotland, Switzer- 
land, Germany, and other countries, the systems in use are very ‘different, and 
the security to the holder of the notes is less efficient, especially in view of 
those panics which are not at all unlikely to be conspicuous and frequent in 
the early future of the financial history of commercial countries. Mr. Walker 
will do good service if he will direct attention to the prevailing mistakes in 
regard to the best methods of securing the solvency and usefulness of bank- 
note issues. Mr. B. F. Nourse, of Boston, General Echols. of Virginia, Gov. 
Baldwin, of Michigan, and other eminent banking authorities in the South and 
West are announced to address the Convention. Among the features of the 
programme this year, is the report of our Clearing-House system, including a 
sketch of the rise, the defects, the history and the merits of the various 
methods in use in the Clearing Houses of the United States. Several speakers 
are also announced on the usury question. 


The Savings banks in the United States have had a singularly prosperous 
history. A report lately prepared, shows that at the end of the year 1876, 
there were 781 Savings banks in the United States, divided among nineteen 
States and the District of Columbia. The number of ‘‘open accounts” in these 
institutions was 2,368,630, and the aggregate amount of money on deposit was 
nearly one thousand million dollars. The depositors in the Savings banks of 
this country, a year and a half ago, represented a total of 11,743,150 persons, 
or, in round numbers, one-quarter of the whole American people. This shows 
that the growth of the Savings-bank system in this country has not only been 
steady, but that, singular as it may seem, the number of open accounts and 
the aggregate deposits have increased, despite of the panic of 1873, down to the 
close of 1876. The regular increase of depositors proves that although many 
persons have been compelled by stress of circumstances to draw out their small 
savings to meet the demands of hard times, there have been others to take 
their place, who have swelled the general aggregate to its present figures. In 
1820, there were only ten Savings banks in the United States, where there are 
now nearly 800, and the total of deposits at that time, fifty-eight years ago, was 
only a trifle over $1,000,000, As late as twenty years ago, the number of 
Savings banks was only 245, and the line of deposits was a little over 
$ 100,000,000, against nearly $1,000,000,000 now. Of this great sum, New 
York State has $ 312,823,058 deposits in 136 banks. The number of Savings 
banks has increased three-fold during the past twenty years, the open accounts 
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have multiplied more than four times in the same period, and the amount on 
deposit has risen from $ 108,000,000 to nearly ten times that sum, 


The foreign imports at the port of New York for the month of June were 
only twenty-three and a half millions, being about thirty per cent. below the 
average for the last six years. In June, 1871, the imports at this port were 
$ 31,598,417; in June, 1872, $30,653,552; in 1873, $29,147,536; in 1874, 
$ 32,987,776, and in 1875, $28,107,782. The succeeding three years are as 
below : é 


FOREIGN IMPORTS AT NEW YORK FOR THE MONTH OF JUNE. 


1876. 1877. 1878. 
Entered for consumption,.... $8,065,972 ++ $10,448,147 ee $8,712,976 
Entered for warehousing 6,861,930 os 12,360,639 ee 6,881,470 
Free goods....... Sissenerces 5,682,205 ee 7:433,494 be 6,822,850 
Specie and bullion 498,880 ee 508,777 oe 1,149,765 


Total entered at port $ 21,108,987 ++ $30,756,057 ++ $23,567,061 
Withdrawn from warehouse.. 6,518,509 oe 4,821,330 os 49745,176 


For the year ending with June, 1873, the total imports at this port were 
$ 420,374,032; in 1874, $396,090,852, and in 1875 $ 367,363,126. The 
decline from the corresponding date of 1873 is 114 million dollars, and the 
total is nearly the same as that of 1876: 


FOREIGN IMPORTS AT NEW YORK FOR THE FISCAL YEAR ENDING JUNE 30. 


. 1876. 1877. 1878. 
Entered for consumption $ 132,027,678 +» $§132,142,796 ++ $127,243,204 
Entered for warehousing..... 81,902,121 “+ © 77-541,453 , 74,962,245 
84,635,051 . 83,064,674. 83,552,006 
Specie and bullion...... eecce 8,148,865 oe 31,321,590 os 20,690,945 


Total entered at port...... $ 306,713,775 ++ $324,07¢,513 ++ 306,448,400 
Withdrawn from warehouse.. 89,667,453 oe 72,400,990 ee 80,765,471 


The shipments of produce and merchandise for June have exceeded by three 
millions the correspoading month of last year, and by four and a half millions 
the same month of 1876, as will be seen by the following comparative sum- 
mary : 


EXPORTS FROM NEW YORK TO FOREIGN PORTS IN THE MONTH OF JUNE. 


1876. 1877. 1878. 
Domestic produce. $ 22,060,231 ++ $23,970,315 -- $26,864,469 
Foreign free goods 97494 - 136,140 ss 269,832 
Foreign dutiable 1,013,637 ‘i 340,882 ae 527,750 
Specie and bullion 4,839,205 “a 5,225,337 ihe 778,988 


Total exports $ 28,010,567 ++ $29,672,674 ea Seiten 
Total, exclusive of specie. 23,171,362 oe 24,447,337 és 27,662,051 
The total for the first six months of 1878, exclusive of specie, is thirty-eight 
millions above the first six months of last year, and nearly forty-eight millions 
above the same months of 1876. For the first half of 1875 the returns were 
$ 121,517,568, over fifty millions less than the aggregate for the first six 
months of this year. 
The exports for the last fiscal year present the largest total ever given at 
this port : 





1 
1 
' 
| 


: 
’ 
| 
’ 











160 THE BANKER’S MAGAZINE. [ August. 


EXPORTS FROM NEW YORK TO FOREIGN PORTS FOR THE FISCAL YEAR ENDING 


JUNE 30. 
1876. 1877. 1878. 
Domestic produce........ $ 249,303,527 ++ $277,344,660 ++ $327,542,948 
Foreign free goods........ 25371,677 oo 3,119,748 oe 257435253 
Foreign dutiable.......... 75 326,725 es 5,014,665 es 6,520,576 
Specie and bullion........ 45,827,645 oe 36,022. 267 ee 15,242,864 
Total exports..........-. $ 304,829,574 ++ $321,501,340 ++ $352,049,639 


Total, exclusive ofspecie. 258,001,929 or 285,479,073 oe 336,805,775 

These figures are of exceeding interest and importance. Estimating at the 
usual average the proportions which the total imports and exports of the entire 
country bear to those of New York, we may assume the balance of trade in 
favor of the United States, to be fully 320 millions of dollars, Well may we 
be thankful and take courage as to the future ! 

The bank returns and other leading items in the London money market are 
shown in comparison with corresponding dates of 1877, by the following from 


the London LZconomist ; 
Fuly 10, 1878. Fuly 11, 1877. 








Circulation, excluding bank post bills.....+.....-- + $28,365,765 «+ 428,767,460 
PUES GOB cece ccccccccevececccenns Seosebsces 49757974 os 3,761,325 
Ra oo ndes <os6 Ribas eénncesstdaseas «ses 22,900,386 oe 26,371,322 
Government securities 17,673,519 oe 16,089,088 
Other gecurities. 0. 2. cc00 cdccccee. ee 18,842,837 ° 18,289,670 
Reserve of notes and COIN. ......05...0ceeeeees = 9, 328,126 ee 13,911,797 
OE TN. soe se cdsatees ince t6d pec csqecses 22,693,891 ve 27,679,257 
Bank rate of discount..........+..s00. aie’ Gealenietce 336 p. c. es 2p. ¢. 
Pelee Of Comadls 2... ...cccscccescccocccsssocccocsess 96% xd. o 94K 
Average price of wheat.............sccceee. 46s. od, ee 615. 5a. 
Exchange on Paris (short) 2510 15 oe 2515 20 
— Amsterdam do .:........... Cevccercccscereee 12 0% 1% .. 12 0% 1% 
-- Hamburg (3 months)........c000. cescocece 2,059 2,063 
Clearing-House returns............66 socseeersccece 101,805,000 os $1,800,000 
EC SS ee eee 


DEATHS. 


At CLIFTON, (near Cincinnati) OHI0, on Saturday, July 20th, aged forty- 
three years, HENRY B. BISSELL, Cashier of the National Bank of Commerce, 
Cincinnati. 

At ZANESVILLE, OHIO, on Sunday, July 7th, aged fifty-nine years, PETER 
BLaAck, President of the First National Bank. 

At Oxrorp, N. Y., on Sunday, June 2oth, aged sixty-three years, JAMES 
W. CLARKE, President of the First National Bank. 

At Boston, on Saturday, July 6th, aged fifty-five years, Hon. FRANCIS M. 
Jouwnson, late President of the Boston Safe Deposit and Trust Company. 

At MrT. CARMEL, Pa., on Tuesday, July 2d, H. D. ROTHERMEL, Cashier 
of the Mount Carmel Savings Bank. 

At New York, on Wednesday, June 26th, aged seventy-two years, GEORGE 
W. You es, Cashier of the Mechanics and Traders’ National Bank. 








